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For the Business Man 


WARTIME CONTROL OF PRICES 


CHARLES O. HARDY 
The Brookings Institution, 216 pp. $1.00 

A comprehensive analysis of price control in 
time of war with the background of World 
War I as a guide. The basic problems of war 
mobilization, possible sources of price distortion, 
effects of price inflation, steps necessary in order 
to control prices, and administrative machinery 
required are all covered in this book. 
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This book covers the more important spheres 
of activity in the field of aviation throughout 
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YOUR INCOME TAX 


J. K. LASSER 
Simon and Schuster, Inc., 144 pp. $1.00 

The 1942 edition of Your Income Tax is clear, 
concise and easy to understand. It lists all 
deductions to which you are entitled, and also 
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benefits, but ‘‘first-time’’ taxpayers should re- 
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Those people who have read The Excess 
Profits Tax Law of 1941 are fully aware of the 
complications in that measure. Your Corpor- 
ation Tax endeavors—and succeeds in explaining 
each and every part of this new law in very 
simpie language. No business firm should be 
without a copy of this book. 
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These books may be ordered from The 
Magazine of Wall Street book department. 
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cason potepe 


To clasp the hand of men of good-will is a heartening thing. In 
this spirit, we extend to you our season’s greetings and all good 
wishes for the year ahead. 


We, at the Magazine, have an unusual bond of sympathy with 
our subscribers and do our utmost to serve you with sincerity and 
soundness, because we recognize that back of your desire for preser- 
vation of capital and income is the thought of security—and the 
protection of your family. 


For that reason, I say to you that 1942 is not a year to be afraid 


of, although it will be a crucial year. We enter it a united people, 
calm and determined to emerge victorious in the titanic struggle for 
preservation of the rights of man, for the freedom of soul, for the 
sanctity of agreement upon which our security and that of our 
children depends. 


We need have no fear of the final outcome. 


The hopes and prayers of millions of suffering people are cen- 
tered upon us. Our victory is their victory, and we are going to win 
the war. We are also going to win the peace, which will usher in an 
American way of life and its blessings for the lowly and the humble 
the world over. 


To you, our friends and subscribers, with all our heart we wish 
you well in all your undertakings and a full measure of happiness 
in the year ahead. 


Publisher. 
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Beginning January Ist, the subscription price of THE MacazinE oF WALL StREET will be $10 
a year, but the price for two years will remain at $15. 
































This moderate increase in our yearly subscription price has been made necessary by increasing 
costs from all sides. In fact, it is only through your continued support and the growing num- 
ber of our readers—our old and new friends—that we are able to carry on at such a modest 
charge for the service we render. 


Of course, we shall always maintain the high standard of dependability, sincerity and sound- 
ness which you look for in THE MAGAZINE OF WALL 
STREET. We recognize that back of your desire for 
preservation of capital and income is the thought of 
security—and the protection of your family. 


In 1942—More Indispensable Than Ever 


Now, with our country at war, you will find THE Macazine oF 
WALt Street an invaluable source of counsel, not only in work- 
ing out your investment problems, but of real service in inter- 
preting the varying business trends . . . in weighing the effects 
of major domestic and international developments. 


Especially under war conditions, when for various reasons news- 
papers will be obliged to curtail their financial coverage, THE 
MAGAZINE OF WALL StrEET is recognized as an essential publica- 
tion in our war economy ... and our services to our subscribers 
are being expanded to meet your needs. 
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AS BUC EWE S'S 


The Trend of Events 


OUR LEADERSHIP... In war the Government has to 
have and exercise extraordinary powers, much informa- 
tion has to be kept from the public lest it aid the enemy, 
and our commanders from the President down must 
have the whole-hearted support of all of us. Yet in a 
democracy a war is everybody’s business, and the citi- 
zens’ right to question and criticize is actually even more 
important than in time of peace. On the other hand, 
people of intelligence and good will must voluntarily 
impose certain restraints upon their precious freedom of 
speech. The national interest can only be harmed by 
vain recrimination or loose talk based on inadequate 
knowledge of the facts. 

Against this, constructive criticism not only is valid 
but is capable of contributing to the successful prosecu- 
tion of the war; and in some problems of large strategy— 
for instance the relative importance of air power as com- 
pared with battleships—it is not necessarily true that 
the naval or army “brass hats” are wiser than laymen. 
They ought to have expert knowledge, but there is always 
the question whether none too young officers may not be 
overly influenced by tradition, habit and conservatism. 

In our opinion, the past record of the navy—and this 
has nothing to do with the Pearl Harbor incident as 
such—indicates that its commanders are not sufficiently 


progressive in adjusting equipment, strategies and tactics 
to the new conditions created by the rapid development 
of air power. Investigation of the Pearl Harbor disaster 
is decidedly worthwhile, as far as it goes. But it will 
merely determine the responsibility for one mistake, and 
it is the possible future mistakes that really concern us. 

What troubles us is the question whether the navy 
and army may still be too greatly dependent on elderly 
traditionalists in key posts—and a proper way should be 
found promptly to give assurance to the American people 
on this matter. There should be no place in our services 
for the kind of minds which crucified the late General 
Mitchell, whose “crime” nearly twenty years ago was 
vigorous criticism of his superiors for being asleep to the 
potentialities of air power. 


FIRST RATIONING ... With the rationing of rubber 
tires, the war comes home to the American people in no 
uncertain manner and this step may have profound re- 
sults. Of course, it is not typical of what is to come in 
other consumer goods. Our supply outlook as regards 
the great majority of things normally bought by consum- 
ers is relatively comfortable—with the exception of auto- 
mobiles, refrigerators and other types of consumer goods 
made of metals, and with the exception also of products 
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made of imported materials which are subject to threat 
of stoppage. 

The chances are that within a relatively short time 
the production of non-essential durable goods—at least 
those requiring metals—will have to be virtually sus- 
pended. That being so, it is doubtful that rationing of 
such items in the interim would be worth while or 
practical. 

But rubber is a wholly different matter. We need a 
continuous supply for defense and essential civilian 
needs. It is true that accumulated stocks are large 
enough to eliminate any cause for early worry, but the 
Government has acted wisely in halting all sales of tires 
until January 4 and in ordering that thereafter civilian 
consumption be cut to 20 per cent of the pre-war level, 
with even this drastically reduced quota to be available 
mainly for mechanical goods and commercial vehicles. 
If the worst happens in the Pacific war, we certainly 
could not dare use rubber for a single need not absolutely 
essential. When the Japanese threat to our rubber sup- 
ply line from Malaya and the East Indies is ended or 
substantially modified, that will be the time to ease 
restrictions on consumption. 

If rubber rationing of the initial severity is continued 
for any length of time, it would involve drastic changes 
in a way of life that is so importantly geared to automo- 
tive transport. Millions of cars would ultimately be 
forced out of use and a high percentage of them are not 
“pleasure” cars in any sense but essential transport. 
Buses and railroads would be literally swamped by the 
diverted load. Numerous lines of business would be 
seriously disrupted. It would take years to work out an 
adequate solution through new sources of rubber supply 
and/or synthetics. In this situation the individual 
motorist will be well advised to explore every possible 
means of cutting down drastically on his mileage. 


DEFENSE BONDS... Since Japan put over the sneak 
punch on us at Pearl Harbor, one of the most inspiring 
manifestations of American unity, determination and 
patriotism has been the sudden rush of people in all 
walks of life to buy defense savings bonds and stamps. 
Daily purchases over this period have soared to approxi- 
mately four times the average of November. Many 
banks ran out of the securities and had to give buyers 
receipts against future delivery. 

We are more than glad to urge all our readers to buy 
defense savings bonds up to the limit of their ability. 
In the case of many of us, it is the most effective con- 
tribution that we can make to the common war effort. 
Moreover, it is no sacrifice. The stamps—convertible 
into Series E savings bonds in denominations of $25 
to $1,000—are ideally convenient means of putting aside 
savings out of “pocket money,” some of which would 
otherwise be spent for not particularly important pur- 
poses. The bonds have definite investment merit, being 
redeemable but not subject to market fluctuation and 
returning upon 10-year maturity the equivalent of 2.9 per 
cent interest per year, compounded semi-annually. 

Buy defense bonds, and keep on buying! 





PRICE CONTROL... The sweeping changes which par- 
ticipation in full-scale war will necessitate in our economic 
structure make further delay in passage of essential price 
control legislation inexcusable. Obvious from the period 
when the “real” war displaced “phoney” hostilities and 
jarred American complacency has been the fact that vic- 
tory in the last analysis largely depends on the ability 
of nations arrayed against totalitarianism to produce bet- 
ter implements of warfare in quantities greater than 
available to the enemy. 

Since the attack on Pearl Harbor, evidence has accu- 
mulated of a pronounced changeover in the American 
industrial machine from mixed civilian and defense pro- 
duction to all-out production for victory. Non-essential 
rubber consumption will be curbed; tires will be avail- 
able only for vital transportation requirements. Auto 
production seems likely to terminate within a short pe- 
riod, and more drastic curbs on production of other con- 
sumer goods items can be expected, such as restrictions 
on civilian use of wool. 

Reductions in the supply of consumer goods make pas- 
sage of sound price control legislation imperative, inas- 
much as further rises in prices and in the cost of living 
would severely handicap the war effort. Continuance 
of the rate at which prices have been increasing since 
last March would add some $50 billion to the cost of the 
victory program, according to recent testimony by Leon 
Henderson. Further. delay in establishing suitable price 
restraints consequently should not be countenanced. 


LABOR RESPONDS... We have had our quarrels with 
the professional leaders of organized labor and we still 
think this stable is much in need of a thorough cleaning— 
a matter of internal reform quite apart from the ques- 
tion of defense strikes which, of course, will no longer be 
much of a problem, if any. 

But we have never doubted the essential decency and 
patriotism of the average individual American worker, 
who in many instances has been badly and foolishly led. 
Now that war is an actuality, his response has been 
instant. Here are a few samples taken from one news- 
paper on one day: Foundry workers of the Portsmouth 
Navy Yard volunteered to work Sunday without pay; 
workers of the David Bradley Manufacturing Co., 
Kankakee, IIl., offered to work an extra day each week 
and donate their pay for that day to the Government; 
workers in the Lockland plant of Wright Aeronautical 
Corp. worked an eight-hour Sunday shift and will donate 
more than $100,000 of wages to the Government; at the 
AGA Aviation Corp., Hatboro, Pa., the men will work 
New Year’s Day and turn over their pay to the Govern- 
ment; a local of the United Mine Workers Union col- 
lected $2,282 from fines imposed on members for an 
unauthorized strike and has sent the money to the 
Government. 

You will hear much more of this sort of thing. What 
is more important, you will see a “team spirit” develop, 
with inter-plant and inner-plant competition to set pro- 
duction records. These free men are going to do a pro- 
duction job that Germany’s wage slaves can never match. 
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BY CHARLES BENEDICT 


"'TO BRING LIGHT INTO A WORLD BLACKED 


OUT BY BARBARISM'' 


= battle cry would have been received with tolerant 
cynicism only a few months ago. Today we know that 
it means self-preservation for all of us. 

The doubters and scoffers were silenced by Japan's 
perfidy, which galvanized the conviction that Nippon’s 
ambition to conquer and subjugate our entire West 
Coast—from Alaska down to South America—was real, 
and not a figment of imagination. 

Today, thanks to Japan’s treachery, we stand united 
on the great battlefield. The despicable attack electri- 
fied and unified the American people. Pearl Harbor is 
back of us. And while it was a great shock, it served a 
useful purpose; for it made us realize the seriousness of 
the struggle. 

It helped us get a grip on ourselves. Already we are 
learning much about ourselves, our Allies and our ene- 
mies that we didn’t know before. Alert and watchful, 
we must now calculate every move and weigh every 
plan. Everything depends on our initiative and re- 
sourcefulness, and we must stop at nothing to speed up 
production for which, fortunately, 
the ground work ‘has been laid by 
Lease-Lend, despite the blind and 
wilful obstructionists and the fifth 
columnists. 

Japan has failed to deliver a 
knockout blow to the United States. 
Now, while concentrating her main 
effort in Malaya in an attempt to 
destroy the British position at 
Singapore, she is at the same time 
pounding away at the Philippines 
in the hope of softening us up there. 
As far as Japan’s objectives are 
concerned, it does not make any 
great difference whether she estab- 
lishes herself at Singapore, or at the 
Philippines. Either position would 
be suitable from which to strike at 
the Dutch East Indies, New Zea- 
land and Australia. And, if success- 
ful there, she will move in the di- 
rection of the U.S. A. 

At Singapore we find the Eng- 
lish once again inadequately pre- 
pared and the surprising weakness 
of her position has upset the calcu- 
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—Franklin Delano Roosevelt 


lations of the Australians and the Dutch as well as the 
U.S. A. While with Japan striking in so many places 
simultaneously, we need every plane, every gun, every 
man; and it therefore will be difficult to send strong re- 
inforcements and other means will have to be found to 
block the Japs. 

In Africa, British troops seem to be making substan- 
tial headway and soon we will know the score there— 
also whether it is true that the Nazis are being over- 
whelmed on two fronts. 

From Russian reports it would seem that the Nazi 
retreat has become a rout, vet the various rumors re- 
lating to German troop movements make the situation 
very confusing. 

What are the facts? How is it possible for the Ger- 
mans to be massing huge armies for a march through 
Turkey on the one hand, and a drive through Spain on 
the other, if her position in Russia is so precarious that 
her frozen, war-weary troops are in danger of being an- 
nihilated? Under such cir- (Please turn to page 340) 





Massed Russian Soldiers at Lenin Memorial. 


Failure of the Germans to "knock out" the Red Army in 1941 is the biggest reverse 
yet suffered by Hitler. His next move? The world is waiting to see. 
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Wisest Market Policy In 


Today’s War Economy 


We believe that the present selective strength and the nearby end of tax sell- 
ing are preliminaries to a substantial market advance, although the news from 


the war fronts will remain influential. 


BY A. T. 


Summary of the Fortnight: The averages reflected in- 
creasing resistance, behind which the selective varia- 
tions became steadily more pronounced. In the first 
three days of our country’s war, the Dow-Jones indus- 
trial average slumped 7.59 points. Since December 10 
its net additional retreat has been only 1.20 points. 
The weekly index of 290 issues gave up only 8/10 of 1 
point last week, against 5.3 points in the preceding 
week. The heaviest tax adjustments ever known con- 
tinued to obscure the real technical picture. 


I. THE two weeks following the surprise Japanese at- 
tack on Pearl Harbor the market went far—probably 
over-far—in adjusting itself to the grim realities of an 
all-out war economy. 

The two aspects of the changed war situation which 
relate most decisively to corporate earnings potentials— 
and therefore to security values—are, of course, (1) 
prospective increase in taxes; and (2) much more rapid 
disruption of normal activities in various consumer 
industries. : 

There was little or no discrimination in the initial 
mark-down of prices during the three days of big volume 
selling of December 8-10, inclusive. Since then, both 
on a brief rally and on the subsequent renewal of pres- 
sure, selectivity has become consistently stronger. 

At the end of the past week the Dow-Jones industrial 
average closed 1.20 points under the previous low for 
the year, made on December 10—yet dozens of stocks 
held above their former lows by quite comfortable mar- 
gins. This, of course, reflected discriminating shift in 
demand to issues for which a relatively favored war 
economy status can be anticipated. Less favored issues 
had to contend not only with belated recognition of 
their changed outlook by holders, but also with the spe- 
cial pressure of tax sales. 

At this writing there are only five more sessions 
available for “regular way” tax sales, only seven more 
including cash sales after December 29. Such sales have 
been tremendous in relation to total market volume and 
a great many tax sellers have deferred re-investment, as 
is not surprising in a weak market and a quite jittery 
war situation in the Far East. We think the chances 
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Discriminating purchases are favored. 


MILLER 


are that their deferred switches will be made at higher 
average levels—a phenomenon far from new to human 
nature. 

Taking into account the nearby end of tax sales, the 
radical deflation already experienced by the more con- 
spicuous “war casualty” stocks, and the selective 
strength now being shown by numerous issues which 
have above average prospects in a war setting—we are 
unable to see any percentage whatever on the pessimis- 
tic side. If the news from the Pacific war does not be- 
come too bad, we believe the averages in the very early 
future will begin the first leg of an extensive recovery 
phase. Even should Allied reverses in the Far East 
become much more serious, we think it would be found 
that even that contingency had been substantially dis- 
counted by the types of issues most directly affected; 
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and that issues carefully selected on the basis of the 
best relative earnings prospects for 1942 would con- 
tinue to give a superior performance and probably to 
hold above their lows of December 10. 

With so many complex factors and potentialities to 
evaluate, security buyers or owners will be well ad- 
vised to pay exceptional attention to the technical evi- 
dence bearing upon individual groups and individual 
Whether apparent or obscure, there is always 
a reason—known to some informed people and usually 
valid—why some issues do better than average and 
others worse. These variations in trend may be of short 
life or long; but this has long been a “market of stocks” 
—of many individual tides—and it probably will remain 
unusually selective. It need hardly be said that there 
will be the largest profit and the least depreciation of 
capital if one seeks alertly to ride with the tides. 

In the recent market the groups showing above av- 
erage strength include aircraft, amusements, chemicals, 
copper and brass fabricators, food stores, non-ferrous 
metals, paper, oil, rail equipment, rails, shipbuilding, 
steel and iron, and sugars. 

Among the large number of individual issues showing 
superior action, the following list is sufficiently repre- 
sentative: 

Allegheny Ludlum Steel, Amerada, American Car & 
Foundry, American Smelting, American Sugar, Ana- 
conda, Atchison, Atlantic Coast Line, Bendix, Bethle- 
hem Steel, Boeing, Bohn Aluminum, Central Aquirre, 
Chicago Pneumatic Tool, Climax Molybdenum, Cluett 
Peabody, Consolidated Aircraft, Corn Products, East- 
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man Kodak, Fairbanks, Morse, Fajardo Sugar, Food 
Machinery, Great Western Sugar, Industrial Rayon, 
Kennecott Copper, Loew’s, Lone Star Cement. 

Also, Louisville & Nashville, Mack Truck, Masonite, 
Melville Shoe, Monsanto Chemical, National Acme, 
National Distillers, Newport News Shipbuilding, New 
York Shipbuilding, Owens Illinois Glass, Paramount, 
Phelps Dodge, Phillips Petroleum Pure Oil, Safeway 
Stores, Savage Arms, Shell Union Oil, Skelly Oil, A. O. 
Smith, South Porto Rica Sugar, Square D, Standard Oil 
of New Jersey, Swift, Timken Detroit Axle, Union Car- 
bide, United Fruit, U. S. Industrial Alcohol, U. S. Steel, 
Wheeling Steel. 

Preferred stocks which impress us favorably—varying 
widely in quality—include American Car & Foundry, 
American Locomotive, American Sugar, American 
Woolen, Armour Illinois prior preferred, Atchison, Beth- 
lehem Steel, Crucible Steel, Erie preferred A “when is- 
sued,” General Steel Castings, Gulf Mobile & Ohio, 
International Paper, Midland Steel Products, National 
Supply 6% preferred, Southern Railway, Republic Steel 
preferred A, U.S. Steel, Wheeling Steel and Wilson & Co. 

While the industrial average has decisively broken the 
low made in 1940 after the collapse of France—although 
the rail average has not—this seems to us less significant 
than the great shift in selective emphasis between these 
two periods, separated by approximately 18 months. 

The following is a partial, but representative, list of 
issues which have thus far held above their 1940 lows 
by a substantial margin: 

Allied Chemical, Allis Chalmers, American Cyanamid, 
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Borg Warner, Clark Equipment, Container Corp., Cru- 
cible Steel, Doehler Die Casting, Eaton Manufacturing, 
International Harvester, Johns-Manville, Link Belt, G. 
C. Murphy, National Cash Register, Southern Pacific, 
Southern Railway, Texas Company, Western Union. 
Also a majority of the common stocks listed on the pre- 
ceding page as showing superior current resistance. 

In contrast, a partial list of issues which recently 
slumped under their 1940 lows by decisive margins in- 
cludes: American Can, American Chicle, American 
Snuff, American Telephone, American Tobacco, Cater- 
pillar Tractor, Chrysler, Coca Cola, Commercial Credit, 
Commercial Investment Trust, Commonwealth Edison, 
Consolidated Edison, Continental Can, Electric Auto 
Lite, General Electric, General Motors, Goodyear, Her- 
shey Chocolate, Montgomery Ward, National Biscuit, 
North American, Sears Roebuck. 

It would not be surprising if some of these prove to 
have been over-sold, but as a generality an adverse shift 
of market status so drastic as this suggests that at least 
in the majority of instances better prospect for inter- 
mediate and longer term enhancement—a long as war 
lasts—can be found elsewhere. And so far as any worth 
while evidence is available, the assumption must be that 
the war will last a long time. 

As need scarcely be emphasized, the news from the 
Far East has been preponderantly bad. If it should 
change considerably for the better, there can be slight 
doubt that the market response would be prompt and 
vigorous—especially since there has been encouraging 
news from the Russian and African fronts which the 
market has been utterly unable to respond to under the 
shadow of the Pacific War. And since there has been so 
extensive a psychological adjustment to the possibility 
of more bad news from the Pacific, we can only reason 
that such news—if it comes—probably would be capable 
of putting the averages down considerably less that bet- 
ter news would be capable of putting them up. 

Moreover, it is pertinent to remind ourselves that, re- 
gardless of temporary Japanese successes in the Far East, 
Hitler is the quarterback in this game that we need to 
watch most closely. And whether the German with- 
drawals in Russia and Libya are tactical or not, the in- 
dubitable fact is that for some weeks at least Hitler has 
been “advancing to the rear.” Whatever his specific rea- 
sons for ousting the German commander in chief, that 
sort of thing is not done when a war is going well and 
according to plan. Hitler’s famed “intuition” let him 
down as regards Britain, as regards Russia, as regards the 
U.S. He thought he would win the war in 1940. Then 
he thought it was sure for 1941. He could be wrong in 
his 1942 calculations. 

Yes, we know you would like to have us tell you in 
detail what the coming Federal tax legislation is going 
to be like. We don’t know, but will advance some care- 
ful and reasoned surmises in a special article in our next 
issue. Meanwhile, we stick to the view that, whatever 
the 1942 tax legislation, the market on the average has 
made more than adequate allowance for it already. 


Conclusion: We think liquidation, excepting as dic- 
tated by tax adjustment needs, is foolish at present low 


levels; and we favor selective purchases. 
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1. relation to the economic, industrial and financial 
trends of 1942 the key facts are: (1) the United States 
is at war; (2) we have met with very serious strategic 
reverses in the opening phase of hostilities; and (3) our 
Government and our people have suddenly awakened 
fully to the stark realization that it can only be a long 
and hard war in which our very existence as a free nation 
is at stake. 

The significance of these facts is plain. They mean 
that almost all of the “business as usual” psychology 
has vanished overnight. They mean that literally noth- 
ing can be permitted to interfere with the fastest pos- 
sible expansion of arms production and the fastest 
possible growth of our military and naval forces. 
They mean that what had been a relatively gradual 
—and somewhat complacent—transition to a war econ- 
omy becomes a ruthless economic and industrial revo- 
lution. 

Two current examples are typical of the new tempo 
of our arms effort. (1) The Government has acted im- 
mediately to conserve for the most essential uses all key 
materials which we have to import from the Far East. 
(2) The already low January quota for production of 
passenger automobiles and light trucks has been cut in 
half, and virtually complete termination of such pro- 
duction is probable after January 31. 

Indeed, the only thing that is surprising—and it is 
subject to criticism—is that the Government has not 
ordered prompt termination of production of all vari- 
eties of consumers’ durable goods excepting such lim- 
ited quantities as are essential to prosecution of the war. 

It is perfectly true that the materials and the labor 
thus released cannot be diverted to defense work except 
over a period of months, and that so drastic a change 
would work hardship on a large number of workers. But 
the nation’s safety comes first and a central reality is 
that we are going to be confronted with serious short- 
ages of most types of metals—notably steel. Far better 
would it be to store the steel and other metals now going 
into non-essential durable goods—for later use in arma- 
ments—and to carry the displaced workers temporarily 
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on public relief as necessary until they can be shifted 
into defense occupations. 

The case for conservation of all metals and other ma- 
terials needed for defense, and for the maximum possible 
shift of labor from production of non-essential goods to 
defense goods, is so obvious and compelling that it would 
seem reasonable to allow for the virtual suspension of 
all non-defense production of durable goods fairly early 
in 1942. 

Yet. of course, no dramatic, overnight increase in de- 
fense output, or in the aggregate of industrial produc- 
tion, is possible. We are already at a level of production 
at which previous surpluses of plant capacity, materials 
and labor have largely disappeared. It will take time to 
expand capacity and train additional labor forces. It 
will take time to augment the output of raw materials 
—so much time that over the next six months to a year 
the defense supply of materials can be bolstered more 
greatly by diversion of materials from non-essential pro- 
duction than by enlargement of the sources of primary 
supply. 

At least for the first half of 1942, our total industrial 
production will be the result of actions and decisions of 
the Government prior to the start of hostilities. The 
decisions now being made will change the internal com- 
position of our total production for the half-year— 
notably by reducing output of consumers’ durable goods 
—and will become increasingly effective in augmenting 
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total industrial production within the second half of 
the year. 

The total capacity of our manufacturing and mining 
facilities is estimated to be increasing at a rate of approx- 
imately 144 per cent a month. This is, of course, a 
record-breaking pace. If other elements of production 
were in line with this expansion, we could forecast an 
aggregate production level at the close of 1942 some 
18 per cent above that now prevailing. Yet such com- 
posite figures are much less pertinent than normally. 
The dynamic factor is expansion of defense plant 
capacity, rather than expansion of total industrial capac- 
ity. -There is no way of forecasting this selective expan- 
sion accurately, although we know it will be enormous. 
For instance, 300,000 machine tools have been delivered 
since the end of 1939, increasing the numerical total by 
about one-third—but the new machines are so much 
more efficient than the old that aggregate installed 
machine tool capacity in this relatively short span of 
time has nearly doubled. And against the 300,000 ma- 
chine tools put into use over the past two years, it is 
estimated that in 1942 approximately 200,000 more 
averaging still higher in efficiency—will be put into 
operation. That is a truly monumental production fact. 

But plant capacity is, of course, not the only factor 
to be considered. Equally important is the intensity of 
its use—and this depends upon the adequacy of mate- 
rials and labor, the total hours worked and the over-all 
operating efficiency attained by plant managers and 
supervisory staffs. 

Total supply of industrial materials can be increased 
in but relatively moderate degree in 1942. Curtailment 
of non-essential production will release large supplies for 
defense uses, but naturally will not increase the over-all 
total. The same generalizations apply to labor. On 
the one hand, the labor potential will be increased as 
24-hour, seven-day operation of defense plants becomes 
more general; and as millions of women and young 
people—not heretofore counted as part of the available 
labor foree—are increasingly attracted either directly to 
factory work or to gainful occu- , 
pations which release men for 
factory work. On the other hand, 
this will be considerably offset 
by relatively rapid induction of 
men of 20 to 35 into the armed 
services over the next year, with 
men even up to 44 liable for 
such service, but unlikely to be 
called for some time to come, if 
ever. 

On the whole. we estimate 
that the Reserve Board produc- 
tion index for 1942 will average, 
at a minimum, 12 per cent high- 
er than in 1941 and that the 
maximum possible gain may be 
as much as 18 per cent. At least 
for industrial companies which 
are already efficiently adjusted 
to war production, indicated 
volume gains for the year will 
importantly offset radically 
higher Federal taxes. 





Charles Phelps Cushing 
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We estimate that national income for 1942 will be 
between $102,000,000,000 and $106,000,000,000, the 
variation in these calculations depending upon the unpre- 
dictable degree of rise in prices. This increment over 
1941 will be between 13 and 18 per cent. We estimate 
the Conference Board index of living cost (1923 equals 
100) will average approximately 98 for 1942, as compared 
with average of approximately 89 for 1941, or an increase 
of some 10 per cent. 


Inflation Prospect 


However, it may be assumed that the fastest part of 
the rise in living costs—excepting as regards taxes—is 
over. Last year this index advanced from 85.9 to estimated 
level of approximately 94 for December, the rise in the 
last four months of the year exceeding that in the first 
eight months. But the accelerated rise in recent months 
represented adjustment of retail prices—with the usual 
time lag—to earlier advances in raw materials and the 
general wholesale price level. 

Since the cost of living is not yet completely adjusted 
to the rise in basic prices, we allow for rise of another 
4 to 5 points in the first half of the new year. But the 
more significant fact is that the rise in raw materials 
—on the average—has flattened out for some months 
and even possibly may have terminated. 

Paradoxically, now that we are at war, the inflation 
prospect for 1942 appears actually less dynamic than it 
would otherwise have been. There are two reasons for 
believing so. (1) Our people are already setting aside 
much increased sums of income for purchase of U. S. 
Defense Bonds—sales of which are currently running 
at a rate of some $3,000,000,000 a year—and to meet 
the higher Federal income taxes that we all know are 
inevitable; and (2) we can reasonably expect Congress 
to pass fairly effective price control legislation in the 
near future; and that, on the one hand, pressure of the 
farm bloc for higher agricultural prices will be consider- 
ably relaxed if not completely meffective, while on the 


Weber oo Heilbroner 


STEIN BLOCH CLOTHES 





THE MAGAZINE OF WALL STREET 








oth 
stalk 
ind 
B 
will 
mal 
tak 
hab 
194: 
hh 
in t 
dur: 
in ( 
cons 
—b 
In 1 
to 8 
for 
able 
the 
taxe 
pres 
as fc 
dur: 
per 
cent 
Ir 
follo 
dure 
cent 
is ne 
inco 
Fx 
the 
as fc 
for | 
billic 
lions 
dist 
1929 


DEC 








1g 
et 
re 


he 
he 
T- 
he 








Press Association Photo 


other hand a considerably increased degree of wage cost 
stability is likely to develop in the manufacturing 
industries. 

But beyond any doubt our people in the aggregate 
will continue to have much more income at their com- 
mand than ever before and it is worthwhile to 
take a brief look at how they have been in the 
habit of using it and what it may go for in 
1942. 

In boom years there is, of course, an increase 
in the proportion of national income going into 
durable goods, luxuries, etc. The reverse is true 
in depression years, with physical volume of 
consumption of perishable goods—mainly food 
—being relatively stable under all conditions. 
In 1929, with total income payments amounting 
to 82.4 billions of dollars, 28.6 billions were spent 
for perishable goods, 12.4 billions for semi-dur- 
able goods, and 13 billions for durable goods— 
the remaining 28.4 billions going for savings, 
taxes, services, recreation, amusements, etc. Ex- 
pressed in percentages of total income, it was 
as follows: perishable goods, 34.7 per cent; semi- 
durable goods, 15 per cent; durable goods, 15.7 
per cent; savings, taxes, services, etc., 34.6 per 
cent. 

In 1933 the percentage distribution was as 


Which brings us to 1942. Now if we were free 
to apportion our probable 1942 income as we 
did in 1929 and 1941, it would work out some- 
thing like this: 37 billions for perishable goods, 
reflecting more increase in prices than in physical 
volume but some of both; 15 billions for semi- 
durables; 17 billions for durable goods, consist- 
ing mainly of automobiles, housing and house- 
hold equipment; leaving 31 billions for savings, 
taxes, services, etc. 

But there are not going to be 17 billions worth 
of durable goods available for civilians or any- 
thing like it. And it is right here that the infla- 
tion problem centers. We doubt very much that 
there will be available as much as 4 billions of 
durable goods and it’ might be as little as 2 bil- 
lions—depending upon how rapid and ruthless 
will be the curtailment ordered by the Govern- 
ment in non-defense durables. On either calcu- 
lation that will be from 13 to 15 billions of 
dollars of consumer income that must be di- 
verted from customary spending channels in 
1942. Where will it go? 

That will depend largely upon Government 
decision. But it is highly improbable that any combina- 
tion of higher taxes, forced savings or voluntary pur- 
chases of defense bonds will “mop up” as much as 13 to 
15 billions of dollars of the public’s income. The inclina- 
tion of most people—especially low income _ bracket 








follows: perishable goods 38.6 per cent; semi- Gendreau Photo 
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durables, 13.8 per cent; durable goods, 8.5 per 

cent; savings, taxes, services, etc., 39.1 per cent. It 

is not surprising that people save a larger proportion of 
income in hard times than in good. 

For 1941, according to tentative estimates made by 
the Institue of Applied Econometrics, the breakdown is 
as follows: National income payments 90 billions; spent 
for perishable goods, 32 billions; for semi-durable, 12.7 
billions; for durable goods, 14 billions; leaving 28.3 bil- 
lions for savings, taxes, services, etc. The percentage 


distribution is not significantly different from that of 
1929, 
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families that have surplus money in large degree for the 
first time in many years—will be to spend it for what- 
ever goods and services are available. Allowing for addi- 
tional taxes and larger savings, it is not improbable that 
from 5 to 8 billions of dollars of purchasing power in 
1942 will seek spending outlets, over and above the 
customary allocation of available spending power. 

If this is so, these billions can only go into consump- 
tion goods, semi-durable goods, services, recreation and 
amusements. This “extra” (Please turn to page 338) 
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Screen Traveler from Gendrean 


The business section of Manila in the Philippines. 


Japan’s Economic Strength 
and the Pacifie War Strategy 


a the opening moves in 
the great conflict for the control of 
the Western Pacific were designed to 
immobilize as much of the American 
Pacific fleet as possible in the defense of the West Coast. 
Far more significant with respect to the course of the 
war is the Japanese effort to place a land-based army 
within striking distance of Singapore. With Singapore 
in their hands, the Japanese could easily hold almost 
any position in the Dutch East Indies, since the British 
Navy would probably be forced out of the Southwestern 
Pacific. Northern Australia in such a case would be open 
for invasion, Rangoon rendered valueless as a supply 
base for Free China, and even our position in the Phil- 
ippines would become precarious, not to mention the 
loss of important raw material imports, likely to retard 
the progress of our entire national defense. 

Above all, however, the fall of Singapore, which is 
more vulnerable from land than sea, would, without 
doubt, invite attack by Germany and Italy at its 
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counterpart in the Near East, the 
Suez Canal. The great pincer move- 
ment for the capture of the Asiatic 
Continent —a dream of Haushofer 
and other geo-politicians—would be definitely on. 

Hence the retention of Singapore, and of the oil fields 
in nearby Borneo that it guards, is crucial if a victory 
is to be won over Japan. Without Singapore, the siege 
of 70,000,000 Nipponese, which is the basis of the Ameri- 
can-British-Dutch-Chinese strategy, would be lifted and 
the new order in Asia would become a reality. 

Japan’s position in the Western Pacific — very much 
like that of Germany in Central Europe — gives her the 
advantage of “inner lines” in regard to defense positions 
of her opponents. These defenses are laid out, roughly 
speaking, in two great arches whose radius, based on 
Japan, vary from 1,000 to 3,000 miles. What may be 
called the first line of defense stretches south from Dutch 
Harbor in the Aleutians, over Midway and Wake Islands 
west to Guam and the Philippines. At Hongkong it is 
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anchored to the Asiatic mainland. When the war broke 
out, this first line of defense was far from finished. To 
outfit Guam properly would have taken at least two 
years and cost $200,000,000. 

The second great arch of defenses stretches from Pearl 
Harbor to Samoa and then west toward the coast of 
Australia. In Java, it is based on Surabaya and on the 
Asiatic mainland on Singapore and Rangoon. The Japa- 
nese Army, aided by the duplicity of Thailand, is already 
hammering in several places at this second line of de- 
fense. In Northern Malaya, the Japanese stand at the 
shores of the Indian Ocean. 

On her part, Japan also possesses a semi-circle of de- 
fenses, stretching from Thailand and Indo-China to the 
Islands of Hainan and from there to naval bases at 
Takao in Southern Formosa, and at Parao in the Man- 
dated Islands. In these islands, which fall into four groups 
(Marianas, Carolines, Marshall and Palau Islands) and 
which were secretly fortified or converted into “anchored 
aircraft carriers,” Japan possesses a screen, some 1,500 
miles long, that could easily become a veritable death- 
trap to the American fleet. 

To the North and West, the siege of the Japanese 
Empire has not been completed, and the communication 
lines with Manchukuo, Korea and Occupied China are 
still free, at least so long as the Soviet Union 


the Asiatic Continent to Japan for processing. 

As far as the Japanese airpower is concerned, a recent 
dispatch to the New York Times from Batavia placed 
the total strength of the Mikado’s airforce at about 6,500 
planes of which some 4,000 were first-line machines, pre- 
dominantly bombers. About 2,000 to 2,500 planes, ac- 
cording to the same dispatch, are to be retained for the 
protection of Japan proper against bombers operating 
from Alaska and possibly Siberia. That would mean that 
the Allies, who are estimated to have considerably more 
than 2,000 planes in the Western Pacific, probably have 
established air superiority, likely to grow further as the 
capacity of American industry expands. 

The facts about the Japanese aircraft industry have 
remained largely a matter of speculation. We know that 
the Japanese Government has done everything possible 
in the last few years to encourage it and that it has been 
relatively more advanced than Japan’s automobile in- 
dustry. Up to recent events, experts were apt to give it 
a low rating, however, chiefly because the machines were 
in most cases copies of adaptations of German, Italian 
and American models often two or three years old. The 
monthly rate of output, undoubtedly a well-guarded 
secret, has been subject to guesses. Some put it as low 
as 250 (Pacific Institute), others (H. Baldwin) place it 
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Oriental Economist Indexes of Industrial 


Production 
(1931 — 33 - 100) 
Con- Pro- Chemi- Iron, 
sumers’ ducers’ cal Steel Mineral 
Goods Goods Products Machinery Products 
| SE eae 94 94 69 92 106 
1931... ; 95 87 84 82 97 
Lo. Eee 98 96 99 95 96 
1933 pieces 107 117 118 123 107 
1934 116 136 131 158 115 
1935 Rae 125 153 162 184 124 
1936 moss 125 172 193 210 138 
1937 bart ae 137 198 221 252 150 
1938 125 220 228 295 160 
ae 121 240 225 293 164 
Aug., 1940*. . 103 254 226 313 171 


*—Last available date. 











at 750 to 1,500 planes. Any future expansion is bound 
to be handicapped by lack of machine tools and raw 
materials as well. 

In surveying the Japanese industrial power, it would 
be well to impress upon every American’s mind that it 
is greater than generally realized. Ever since the war 
in China began in 1937 and the Japanese military real- 
ized that the country might be involved in further con- 
flicts, they have set grimly to the task of building stra- 
tegic industries as rapidly as possible. They have had, 
therefore, at least a three-year start on us. 

Despite the terrific strain that the supplying of armies 
in China with war materials and the simultaneous build- 
ing of war industries placed upon the Japanese economy, 
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An oil tank field at the loading pier 


the country has raised twice the productive capacity at 
which it aimed by 1942. For example, the goal was to 
produce at almost 5,000,000 tons of pig iron in Manchu- 
kuo, where less than 1,000,000 tons was produced in 1939, 
The Manchukuoan Five-Year Plan and Japanese Four- 
Year Plan were designed to accomplish self-sufficiency 
within the Yen Bloc in iron, steel, coal, aluminum, soda, 
pulp, railway cars and automobile vehicles. The plans 
also called for a large increase in synthetic fuel produc- 
tion and in the output of machine tools. It is known 
that mining activity has expanded enormously through- 
out the Yen Bloc area in recent years. Large deposits 
of magnesite and bauxite were discovered in Manchukuo 
and Korea, so that the Japanese aluminum industry, the 
capacity of which was only 19,000 tons in 1935 but prob- 
ably over 100,000 tons by 1941, should not be handi- 
capped by raw material supplies. Tungsten and molyb- 
denum are also being produced in Korea. 

By and large, however, the development of raw 
material resources has remained behind the building of 
new capacity in the strategic industries. Even the mining 
of coal, which Japan has made like Germany, the source 
of fuel as well as of raw material for important substi- 
tutes, has lagged behind. Hence a considerable portion 
of the newly built capacity in the strategic industries 
had to be kept going by working the imported raw ma- 
terials. This top heaviness in many branches of war 
industries has resulted in the slowing down of operations 
after the outbreak of the war, when the movement of 
strategic materials came-to be controlled by the belliger- 
ents. Further curtailment is reported to have taken place 
since the imposition of sanctions last August. In this 
connection it is rather interesting to quote O. D. Toli- 
schus, who, in one of his last dispatches from Japan 
stated that the value of idle industrial equipment was 
estimated at some 10 billion yen. The capitalization of 
all Japanese industrial compa- 
nies was put at about 23 billion 
yen in 1939. 

One of the most striking situa- 
tions exists in the Japanese steel 
industry. In 1931 the country 
produced only 2,000,000 tons. 
By 1936, Japan proper, Korea 
and Manchukuo produced about 
5,600,000 tons and in 1939 about 
8,000,000 tons. For 1941 the 
Four-Year Plan anticipated the 
production of 11,000,000 tons or 
about one-eighth of that of the 
United States. Although Japan 
has perfected the methods for 
extracting metal from low grade 
deposits—even the difficult iron 
sands are now being smelted— 
her industry will probably be 
hardly able to produce more 
than 7,000,000 tons of steel, now 
that the imports of some 4,000,- 
000 tons of iron ore from Ma- 
laya, the Philippine Islands and 
India have been cut off as well 
as the imports of some 2,000,000 

(Please turn to page 338) 
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at Tarakan, Borneo. 
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Personalized Portiolios To Meet 
1942 Investment Objectives 











BY J. S. WILLIAMS 


a, is only too obvious that many investors view the 
outlook for security values, corporate earnings and divi- 
dends with considerable misgiving: It is apparent in 
the action of the securities markets since the attack at 
Pearl Harbor. It cannot be denied that such doubts 
and fears have considerable basis in fact. By no process 
of reasoning can war be construed as a bullish factor. 
Yet to most investors the preservation of their capital 
and the continuity of income are vital and practical con- 
siderations. To suggest that they take to the “storm 
cellar” and convert all of their holdings into cash affords 
no practical solution. The only satisfactory solution is 
for the investor to bring a realistic viewpoint to his 
individual problems and accept the best possible course 
open to him. 

First of all the investor is warned against deluding 
himself that it will be possible for him to avoid making 
sacrifices or completely insulate his 
capital against the repereussions of 


YH VVVWTTTTTTITATTTTTTTTTATTVHUSTHTTTT WI HOSVHAATTTTTHTSTATTTTTHVOUOTHTHVPITOPRHHTHTHTHTTTTT 


for certain conditions today, does not mean that it will 
be similarly qualified six months or a year hence. Will- 
ingness to act without hesitation will be a prime requisite 
in the days ahead. 

In previous investment discussions this writer has 
repeatedly emphasized the importance of balance in any 
investment program functioning in the present setting. 
Balance is not merely diversification among various 
issues, it is balance between bonds, preferred stocks, 
common stocks, and industries, as well. 

On one side investors will be impressed with the argu- 
ments advanced in favor of certain types of common 
stocks as the best medium to safeguard against price 
inflation. On another, a strong argument will be pre- 
sented in favor of convertible bonds and preferred stocks, 
second grade and speculative railroad bonds. He has 
doubtless been told that war inevitably means higher 









war. In short, the investor like every- 
one else, must be prepared to accept 
the fortunes of war. Once this is 
done, his major problem resolves itself 











tive common stocks, can be accepted 


Investment Portfolio Emphasizing 


NC—Not callable. Figures in parenthesis indicate dividends paid in 1941. 


Stable Income 


Bonds 








into the pursuit of a thoughtful pro- Call Recent Yield 1941 Price Range 
gram calculated to mitigate and ; ; — 7” nae wes 
i Atlantic Coast Line 5's 1945... bs aaiteh ge 95 5.26 97% 77 
cushion the effects of war as they May 2 Columbia Ges & Elec. 5's 1952............... 103 100% 4.98 106 99% 
materialize to threaten the security Of | reaghinnd RR. Rel, 40 1900...........0-+. NC 93 4.30 99% 92 
his capital and income. This will not: Great No. Rwy. 51's 1952.................. NC 100 5.50 108%, 99 
be easy. Utah Power & Light 5's 1944................ 105 99 5.05 105'% 981 
It will be necessary, first of all, to 
make certain assumptions. Whether = Preferred Stocks 
or not they prove correct will de- American Bank Note $3.00.................. NC 44 6.82 471, 421/, 
pend on the course of unforeseeable Ca 55a oo Beis odin le ewetes 105 89 5.62 107 88 
2 s . PONT IOS 5. os css ee tnie taeda 105 93 5.38 95% 833, 
events. For this reason the investor SiieeiMaa deel, occ. ss..acastens es pe pi en oa 
should be prepared to abandon U. S. Steel $7.00... NC 114 6.14 130 10514 
promptly any position which becomes = 
untenable in the future. What this = Common Stocks 
means is that every investor should Com Products Ref. ($3.00).................., vs 492 = 6.06 53% 42% 
take the attitude that no particular General Mills ($4.00)....... teeny nee 8214 4.85 = 78%, = 
security or type of security, from high Roaw’s ie) GOOF. oes 5c cciscens har Se 3612 8.22 -_ pr = 
de bonds down through specula- I IE 6 hi ooo cc wcweeesee Gan 44 5.68 463, 34% = 
— eo &? Texes Gulf Sulphur ($2.50).......... 0000000 id 31% 7.94 38% 860% 





as being wholly shockproof. That a 
particular issue may justly qualify 
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interest rates and lower prices for high grade bonds. 
And so on. In justice it must be said that none of these 
arguments is by any means a fallacious one. But the 
very fact that all of them carry considerable weight is in 
itself -a convincing argument in favor of balance. To 
accept one of them, to the exclusion of the others, would 
be an extremely speculative undertaking. There are as 
yet no indications that an all-out investment program 
can be supported. Perhaps later events may alter this 
conclusion substantially, but right now the most rational 
investment program is one in which a logical compromise 
is made with all major factors. 

More specifically, let us look at the case of the investor 
who in a substantial measure depends upon his invest- 
ments to support his standard of living. His problem 
may be summed up briefly as one directed toward the 
maintenance of uninterrupted income. It has been the 
writer’s experience, however, that frequently the income 
investor loses sight of his primary objective and selects 
issues on the strength of their promise of price enhance- 
ment. This frequently leads him into speculative fields 
and jeopardizes the security of his capital and threatens 
the continuity of his income. 

It is not the intention here to frown upon the com- 
bined investment objectives of income and capital gain— 
the point is that the investor should decide for himself 
precisely what he needs and be guided accordingly in 
his-choice of securities. If his is a question of depend- 
able and sustained income, then his choice of investment 
mediums should be governed entirely by those factors 
which will determine the security of interest and divi- 
dend payments. Under the conditions which exist today, 
the investor must make a reasonable and adequate allow- 
ance for those contingencies, such as higher taxes and 
operating costs, or the necessity of greatly enlarged 
inventory requirements and other conditions requiring 
the conservation of cash, which might have the effect of 
compelling a company to lower its dividend rate. The 
market currently appraises many common stock issues 
on a basis to afford an indicated return of from 7% to 
10%—even higher. In so doing the market is in effect 
making an allowance either for the fact that the most 
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Investment Trust Issues for Inflation 


Preferred Stocks 


Recent Asset Divi- 

Price Approx. Value dend 
American Cities Pwr. &Lgt.$3 A..... 10% 30.00 3.00 
American General Corp. $2*......... 26 90.00 2.00 
Aes Com SB*.........250-. .. 49% 130.00 3.00 
Niagara Share $6*................. 9112 500.00 6.00 
Selected Industries $5.50............ 38% 70.00 5.50 
Tri-Continental Corp. $6. . : : 64 110.00 6.00 


Common Stocks 


PM aN soos 55s sooo ceo 7 $11.00 -60 
American International.............. 3 6.00 sei 
INNES 5 Ghar css oo ade Se eae eo 6%, 11.00 -50 
Carriers & General.................. 2% 5.00 -225 
General American Investors.......... 4% 8.00 25 
SIND Lssctnig 6 0 0 ase Ahvicte's's os 0 20 28.00 1.20 


()—Attractive for Income. 
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recent rate of dividends is threatened by some adverse 
factor, and sooner or later a downward revision will 
be made. 

Still a stock yielding 8% on the basis of present prices, 
and which might return a yield of say 6% were divi- 
dends to be lowered, is not necessarily eliminated from 
investment consideration. The point, however, is that 
the investor, when considering high yielding common 
stocks, should make a conservative mental reservation 
for the possibility of lower dividends next year. 

The same holds true, although in a relatively smaller 
measure, in the case of both medium grade bonds and 
preferred stocks. While a company may find itself well 
able to accord a satisfactory margin of earnings pro- 
tection for fixed charges and preferred dividends, an 
exceptionally generous yield on this group of issues 
should be accepted as a warning to investors that risks 
are present and unless those risks are acceptable, in 
return for a better-than-average yield, the investor 
should leave this group of issues strictly alone in favor 
of the higher grade, albeit lower vielding, issues. 


Second Grade Bonds and Preferreds 


For those income investors, however, who feel that 
their circumstances warrant the assumption of some 
degree of risk, investigation of the opportunities among 
second grade bonds and preferred stocks might well prove 
worth while. It is a virtual certainty that both normal 
corporate taxes and excess profits taxes will be upped 
next year. This will place many seasoned companies 
“on the spot” in that they will find it difficult, if not 
impossible, to absorb higher taxes except at the expense 
of dividends to common shareholders. To be sure a 
decline in net earnings, after taxes, reduces the margin 
of protection for preferred dividends, as well as com- 
mon dividends, but the preferred with a prior claim 
obviously is less vulnerable than the common stock. 
Bonds are even more favorably situated from the stand- 
point of potential tax vulnerability, by virtue of the fact 
that interest and fixed charges have a prior claim on net 
income, ahead of taxes. There has been some talk in 
Washington of putting bond interest 
and fixed charges on an equal footing 
with equity payments. There are, 
however, no indications at this time 
that such a proposal is being accorded 
serious consideration in responsible 
quarters. 


Gains 


1941 Price Range 


High ow 2 
265 10% = Acknowledging the foregoing, the 
30 25% = investor might revise his present port- 
51% 4™  — folio to advantage by weeding out 
93 882 those common stock issues on which 
sad 38 dividends at the most recent rate are 
ai - questionable, in favor of selected 
issues among second grade bonds and 
8% 5% = preferred stocks. This suggestion is 
4% 3 - practical to the extent that greater 
7 6% = protection is given to income and the 
3% 2% = over-all return over the coming 
vin . = months might well be as large, per- 
241/, 19% 


haps larger, than might otherwise be 
the case. And finally, it would be 
extremely unlikely, should later de- 
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velopments be translated into rising 

prices for common stocks, that they 

would go unrecognized in the values = Selected Securities for Capital Growth 

of second grade bonds and preferred = 

stocks. In other words, selected issues Bonds 

in these two groups afford the double- Call Recent Yield 1941 Price Range 

barrelled advantage of a more secure A a 2 = or 

: Z mer. & For. Pwr. 56 2030... 2... ccc ccece 10714 61 8.20 69% 52 

income return, while at the same time Cleveland Union Term, 5%'s 1972......... 105 81% 6.71 90 19% 

permitting holders to share in any Consolidation Coal 5's 1960............. ... 100 79 6.33 85'% 75% 

general market advance which might General Steel Castings 54's 1949... .. -. 102% 95 5.79 98 847% 

be witnessed. = Laclede Gas 514's 1953............... .. 103 77 7.14 89 561% 
In the accompanying selection of = United Drug 5's 1953........... Bona oe 93 5.38 95% 82H%g 

securities for the investor whose ob- Zz Wesem Union 5's1951............. a ae 83 6.02 89 7312 

jectives stress capital growth, it will = Preferred Stocks 


be noted that the majority of issues 


have been chosen from the second American Sugar $7.00... .. ae cos WE 91 7.69 98 81 

erade bond and preferred stock Crucible Steel $5.00................ --- 20 80 6.25 98% 73% 

groups. ,nternational Paper $5.00... ceca 56 8.98 13% 511% 
The choice of common stock issues Ree EE... 0 ic — ate on 

; ‘ ; : Radi eo , se ) 

for capital growth is of necessity pre- veotenaiptvnges oe ¥ — _— = 

ciel, wath aaa qualifications Worthington Pump & Mach. Cr. Pr. $4.50.. 100 48 9.38 73% 4TY4 

sc c c Cc . 

Although these issues have been Common Stocks 


sclected from companies favored by a 
strong industrial background and 
which seem most likely to meet subse- 
quent conditions on terms which 
should not prove unduly severe, the 
reader should not infer that these 
issues can be expected to move con- 
trary to the course of the general 
market. If later events are of nature 
to force security values lower, the action of these issues, 
at best, will probably be negative, in that they may offer 
a relatively greater degree of market resistance to lower 
prices. 

Notwithstanding the fact that the writer abhors and 
rejects the expression, “long term investment,” on the 
reasoning that no issue can be justly acquired on its 
prospects at some distant future time, it is admitted that 
there is a rather convincing historical precedent for 
acquiring selected common stocks during those recurring 
periods of extreme market pessimism and _ security 
liquidation. Courage and foresight at such times have 
in the past been generously rewarded. There is no reason 
to suppose that these rewards will be any less attractive 
in the future. 

It appears certain that before the war is brought to a 
successful conclusion, with a smashing victory for the 
United States and our Allies, investors will be afforded 
rare opportunities to acquire good common stocks. In 
fact such an opportunity may be actually at hand. 
Common stocks purchased at such times may well 
require the exercise of considerable patience and fortitude 
on the part of investors, if the most substantial benefits 
are to be realized. To that extent they may in effect 
be “long term investments,” but at no time during the 
period of its ownership should any common stock, or 
other issue for that matter, be held any longer than it 
can be supported by the same degree of promise which 
existed at the time of the original purchase. To many 
investors “long term investment” means holding through 
thick and thin, come what may, and that’s how losses 
pile up. 

The third group of issues presented under the heading 


= Air Reduction... . 
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American Car & Fdry $7.00.................. NC 70 10.00 79% 56 


American Cyanamid ‘‘B"’. . 
American Viscose... . 
Climax Molybdenum. ... 
Phillips Petroleum. . . . 
Union Carbide & Carbon... 


NC—Not callable. 


(2.00) 36 5.56 45 348 
. (1.85) 40 4.63 43494 31 
. (2.00) 25 8.00 291, 23% 
.. (3.20) 40 8.00 43% 26% 
. (2.25) 45 5.00 46% 35% 
(3.00) 6914 4.32 19% 60 


Figures in parenthesis indicate dividends paid in 1941. 





tM HUH UVUSLEO OAT ALLA Witt 


“Investment Trust Issues for Inflation Gains” include 
three issues attractive on an income basis, while the 
balance are frankly speculative. 

As already pointed out there is no basis as yet for the 
assumption that a runaway price inflation brought on 
by the war effort is inevitable. Nor, by the same token, 
can it be assumed that control measures will be fully 
effective, under the relentless pressure toward higher 
prices. If, however, it should later develop that infla- 
tion is irresistible, the probabilities are that there will 
occur a resurgence in the public demand for common 
stocks. Under this impetus common stock values would 
doubtless record substantial gains. As a speculation 
such a possibility, selected preferred and common stocks 
of management type investment trusts might be 
endorsed. 

Investment trust common stocks particularly have 
this advantage in that most of them are currently selling 
at such low levels that a speculative commitment would 
have much to gain and little to lose. It will be noted in 
the accompanying tabulation that all the issues included 
are quoted at prices substantially less than their asset 
value in liquidation. In any period of rising common 
stock prices, these asset values would increase rapidly— 
particularly so in the case of leverage trusts. A leverage 
trust is one in which the common shares are preceded by 
preferred shares or bonds, or both. Once assets are 
sufficient to cover the bonds and preferred shares out- 
standing, all additional gains accrue directly to the com- 
mon stock, at a greatly accelerated pace. As this takes 
place there occurs a correspondingly sizable gain in the 
value of the common stock. On previous occasions of 
rising stock prices, many (Please turn to page 341) 
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Charles Phelps Cushing Photo 


Business and industry are drafted for war in that they 
are at government command. Industrial mobilization 
means that industry must produce munitions or must 
curtail or eliminate normal activities on orders from 
Washington. Total war means bending every economic 
resource toward victory and suppressing wasteful and 
non-contributory activities if necessary. For the pres- 
ent this simply means more of what has been happening 
to business for 18 months, but at a faster rate; the extent 
to which it goes depends on the length of the war. 


Government control of all business is a counterpart of 
modern war, but for the most part the Administration 
is confining present controls to things essential for war 





Washington Sees: 


U. S. in war means complete industrial mobil- 
ization, tremendous speed-up in armament pro- 
duction, regulation of business, suppression of 
non-essential civilian business, heaviest taxes in 
history, centralization of power in the President, 
concentration of every resource and energy of 
the nation on victory. 


Total war effort has united the nation, pushed 
many political problems aside, some only tem- 
porarily, some for the duration. Present harmony 
will develop discords later but these should not 
be serious unless the war drags badly. 


Initial reverse at Pearl Harbor was militarily 
quite serious but is viewed as having silver lining 
in its effect on bringing the war home to the 
public, eliminating over-confidence, provoking a 
healthy desire for revenge. 


Administration is planning on a long and hard 
war; hoping for great and early Allied victories 
but also hoping Allied progress will not cause 
slackening of effort at home. 








ot S. &. Tt. 


production and is not greatly concerned with permanent 
regulation and social reform, though there are a few, 
as yet, relatively unimportant exceptions. Industry rep- 
resentatives here are accepting the controls without pro- 
test but are on guard that they be reasonably well 
shaped to war necessities and have post-emergency 
terminal facilities. 


Business licensing is favorite enforcement method of 
regulation-writers, but is fought by business as unneces- 
sary and too drastic, and likely to be permanent. It 
worked poorly in World War I and in controlling farm 
product processors, and Congress may resist Adminis- 
tration pressure for inclusion of licensing in price control 
bill. But practice is spreading, and installment credit 
control requires licenses January 1 for every store, bank, 
and other institution extending consumer credit, which 
means Washington has power of economic death over 
thousands of business enterprises. 


Small business plight is more serious now than before. 
Those that can arrange to get sub-contracts, through 
local pools or other devices, will get by, and the Govern- 
ment needs and is actively seeking their war production. 
But there is less disposition to be charitable to small 
business just because it is small when it can’t or won't 
convert to war production. There will be no special 
allocations of materials to small business as such. Con- 
gressmen are making much noise about small business 
but no aid program will get approval if it threatens to 
interfere with war output. Later there may be stop-gap 
Federal financing to prevent bankruptcies among such 
war casualties. 


Oil industry is under virtually complete government 
control, but with close industry co-operation. All pro- 
duction will shortly be regulated, directly or indirectly, 
from Washington. Crude output will be increased for 
war needs, but refining is a bottleneck and can’t well be 
enlarged until aviation fuel requirements are taken care 
of. This, plus increased war needs, plus diversion of 
tankers to the Pacific, again threatens an oil shortage 
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in the East—genuine this time. Government has taken 
control of aviation gasoline industry to treble output 
and this will soon mean reduced quality of motor gaso- 
line available to the public. 


War taxes are being planned at stiff rates by Congress 
which last month threatened to rebel against higher 
levies this winter. At least $5 billion additional will be 
raised by new bill to be ready in a month. Burden will 
be spread over both individual and corporation incomes 
and additional anti-inflationary consumer taxes are likely. 


Political honeymoon started when Democratic National 
Chairman Ed Flynn and Republican Ditto Joe Martin 
decided to bundle. Don’t think it will be a mating with- 
out spats. The honeymoon will be broken many times 
and by the time 1942 Congressional elections roll around 
the couple won’t even be speaking. 

However, the spats will be relatively 

minor and Republican support can 

be counted on for major war legisla- 

tion. 


Government expansion, already ter- 
rific when Japan struck, has now 
reached the hysterical stage. OPM 
executives complain they cannot find 
qualified assistants, but are hiring 
right and left. Clerical and steno- 
graphic help without previous ex- 
perience is being added in droves. 
Temporary buildings are shooting up 
all over town, but still much of OPM 
and OPA business is done in horribly 
inadequate quarters. 


Wide World Photo 
“Shipping difficulties will soon affect many businesses seriously.” 


Food rationing is not in sight, save 
perhaps for a few imported items, 
such as cocoa, coffee, spices. Amer- 
ica’s storehouses are literally bulging 
corn. Relative shortages of dairy products, canned 
goods, meats and poultry, which are being shipped to 
England may disappear if Hitler’s Atlantic drive seri- 
ously curtails our shipping to Britain. Tin shortage 
may stop packing of tomato juice, fancy meats, crackers, 
cookies, and certain other products in tin. Pacific situa- 
tion may eliminate pineapple juice, canned in Hawaii. 


Farm labor shortage is worrying Government officials. 
Mrs. Roosevelt’s suggestion for a girl labor battalion 
may not be so silly as the U. S. Army increases in size 
by leaps and bounds. The worry also extends to the 
closely-related canning industry labor supply. If a food 
shortage develops on the long pull these two factors 
will be chiefly responsible. 


Anti-strike legislation such as that passed by the House 
is definitely on the shelf, and probably no legislation 
will be adopted. Both A.F.L. and C.1.0., seeing the 
handwriting on the wall, were only too glad to come 
forward after the Japanese attack and promise to be 
good for the duration. Threat of legislation is not 
likely to rise again unless strikes later become a prob- 
lem. 
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Shipping difficulties will soon affect many businesses 
seriously. News of ship locations and movements is now 
a military secret, but obviously imports from the Far 
East will be few for some time and the Government 
must use much shipping to service Pacific fighting units. 
Already this has brought close control of many imported 
products, conspicuously rubber. 


Secrecy now surrounds all war planning, including pro- 
duction plans. Business must do without many statistics 
which are its accustomed tools and must learn not to 
talk shop so as not to reveal vital information. Employees 
must be warned not to discuss factory operations. 
Visitors must be excluded. Government is insisting all 
war contractors take vigorous precautions against es- 
poinage and sabotage. Don’t expect announcements of 
location and size of new plants and contracts, and if 
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you know, don’t tell. 


Economic warfare is as important as fighting, and 
U. S. machinery was in good shape for this when the 
shooting started. Economic Defense Board has been 
reorganized in recent weeks on an efficient basis and 
now includes all Government activities which can con- 
tribute. We have complete control of shipping, im- 
ports, exports, and foreign exchange, and are getting 
quite satisfactory co-operation throughout Latin Amer- 
ica. Efficiency of our economic warfare system is cre- 
dited with forcing Japan to a show-down now and is 
counted on to be an important factor in victory. It 
may continue after a military armistice as a means of 
world policing. 

Russian co-operation with U.S. and Britain is a touchy 
subject. Russia wants war supplies and industrial equip- 
ment, but won’t tell what it intends to do with them; 
wants to lick Germany singlehanded and not give Allies 
bases on Soviet territory or compromise itself in any 
way which might be used for anti-Communist pressure 
later. Every effort is being made to preserve outward 
picture of united front (Please turn to page 340) 
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—_ has long been considered as being one 
of the most important sinews of war but in 
this conflict the sinews would find it practically 
impossible to function were it not for the vital- 
izing influence of petroleum and its numerous 
offspring. All types of military machinery are 
dependent upon some petroleum product for 
their efficient functioning. Tanks, battleships, airplanes, 
submarines, transportation machines and even the can- 
nons themselves would hardly be able to operate if we 
had no oil or liquid fuels. All else being equal, it is en- 
tirely possible that the outcome of the war will be de- 
cided in great part upon a continued supply of petroleum 
products. This country has, within its own borders, bet- 
ter than 60 per cent of the world’s production capacity 
and the Western Hemisphere produces more than 70 per 
cent of the world’s output of crude oil. 

What the actual crude oil reserves of this country 
might be is anybody’s guess. In the past, all estimates 
of the probable life of the reserves of crude oil have 
fallen far short of the demonstrated supplies. For in- 
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stance, back in 1900 it was indicated from then known 
data that we had some 2,356 million barrels of crude 
petroleum in the ground or just a little more than double 
the amount of crude oil produced here in 1929. Literally, 
the year 1900 marked the end of the infancy of the petro- 
leum industry for it was in the next year, 1901, that the 
famous Spindle Top field of Texas was brought into pro- 
duction and by 1903, production of crude oil was run- 
ning at the rate of 100 million barrels yearly, and known 
reserves were at least 50 per cent greater than in 1900. 
Since that time almost every year has witnessed discov- 
eries of new pools whose potential production capacity 
has been more than sufficient to offset the increasingly 
heavy drains made upon them by rising consumption. 
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At the end of 1940, indicated crude oil reserves were at 
a new, all time, high of 19,025 million barrels as against 
domestic crude oil production of 1,352 million barrels 
in the same year. Thus, our present domestic crude 
reserves at the beginning of this year were adequate for 
more than 13 years at the 1940 rate of consumption, 
providing of course, that no new sources of crude oil are 
ever again located. 

But there is not likely to be any let-down in drilling 
activities. Wells are constantly being drilled, either for 
production or to prove reserves, and their number in 
any one year is varied only by the demand for crude 
petroleum and the financial condition of the industry. 
In 1940, a year of good crude demand, 21,072 oil wells 
were drilled which added nearly 2,000 





As a matter of conservation of this most important of 
national natural resources, the production of crude oil 
at the wells has been restricted by state regulation for 
a number of years. The action is sound in that it pre- 
vents an unnecessary reduction of gas pressures in pro- 
ducing wells and thus increases the ultimate recovery 
of oil and at the same time prevents a flood of un-needed 
crude oil on the market which would not only waste the 
oil itself but also would cause considerable financial dam- 
age to the producers and the states in which the wells 
are located. It is doubtful that anything but a rough 
estimate of just how much crude oil we could produce 
in one day is possible but, under restricted conditions, 
we are currently producing better than 4,000,000 barrels 








million barrels to oil reserves. These 
were all producing wells, there being ap- se - . 2 P 
proximately 20 per cent more wells Estimated 1941 Earnings of Leading Oil Companies 

. © “ ~ 9 as 
drilled that were “dry.” Over the past rR mE ‘se 
15 years, petroleum prospectors have Company 1940 1941 Dividends 
drilled an average of 16,300 producing Amerada Corp....... $2.25 $3.50 $2.00 
wells yearly and, on the whole, the ratio Atlantic Refining. .......... 2 2.11 4.50 1.00 
of “dry holes” to producing wells is ene woe en a 1.98 se 
growing steadily less, indicating a more Geb ON... ‘ina alee an 
tte ened discovery and drilling sciedaie “an pond oie 

an was se. 
vn wae See See , ; Ohio Oil... .. 1.02 1.25 50 

Not only will drilling continue active 

. . Phillips Petrol................ , 2.61 3.75 2.00 
but recovery methods will continue to ' 
. . . Plymouth Oil. . : 1.50 1.20 
improve. It is by this method that many nes — 
fields, once thought rapidly to be ap- sce: iain aetna aac +m 2.45 = 
proaching depletion, have been revived Skelly Oil.......... 3.25 5.75 1.50 
and their production life extended for a Socony-Vacuum................ 1.17 1.35 50 
considerably longer period of time than Standard Oil, Calif............... 1.73 3.00 1.00 
was previously contemplated. In the Standard Oil, Ind 2.20 3.15 1.00 
Kansas fields, for instance, redrilling old Seeded O80 M2........-..- 4.54 5.75 1.00 
and failing wells to a greater depth has, NM 3.03 4.50 1.00 
in many instances, restored the produc- Sai 5... Ae one ian ade 
tion “er of the well and — paw Tidewater Association... . ee 1.14 2.00 1.00 
or chemical treatment of other wells has en ie 
; , ete Union Oil, Calif. 99 1.75 1.00 
increased the potential output immeas- 
7 = *—To-date. 

urably. These life-prolonging methods 
are relatively new and bid fair to im- 




















prove as time goes on. As a matter of 
fact, some of the original wells discovered in the Penn- 
sylvania and West Virginia fields are still yielding a 
certain amount of crude oil through pumping after a 
productive life of at least 80 years in a few instances. 
Thus, with a war-time demand for crude oil facing the 
petroleum industry, drilling activities should continue 
at high levels and a more scientific approach to the search 
is reducing the financial ‘hazard involved despite the fact 
that new methods of drilling are much more expensive 
per foot of well than were the old hit-or-miss activities 
of only a decade or so ago. We may use up petroleum 
at a phenomenal rate during the prosecution of this war 
but the petroleum industry can be depended upon to 
provide all the oil we or our allies may require. And 
that without materially depleting the stores of oil in the 
ground. Another important factor in the petroleum re- 
serve outlook is that while no man has ever been able 
to do more than theorize on the origin of crude oil in 
nature, there is a growing belief that this process is still 
in operation and not a past performance as was once 
thought to be the case. 
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of 42 gallons each daily without lifting any of the restric- 
tions. A year ago, the daily average production was 
somewhere in the vicinity of 3,600,000 barrels and the 
indications are that new sources have not only made up 
for the natural decline in output of older wells but have 
been sufficiently large to make possible a gain in output 
of about 500,000 barrels a day. 

Undoubtedly, if it is found that we require more crude 
oil than is actually being produced under restricted con- 
ditions, these restraints will be relaxed sufficiently to 
permit the required additional oil to be recovered. But 
indications are that no such steps will immediately be 
needed for the amount of crude oil run to refiners’ stills 
in the most recent weeks has been moderately lower 
than actual crude production and thus, crude oil stocks 
above ground have been on the increase. The refiners 
have been operating at a high rate of production but as 
yet have not felt the need of operating at full peak. 
Naturally, refinery runs vary with demand and the size 
of finished product inventories. Currently, those refin- 
eries which customarily report, indicate that they are 
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operating at slightly more than 90 per cent of capacity 
and have been doing so for some little time. These 
refineries, which represent by far, the largest part of the 
nation’s refining capacity, have a rated capacity of about 
4,500,000 barrels of crude a day and their refinery abil- 
ity is being expanded almost daily. 

The greatest war need is an unlimited supply of motor 
fuels. These fuels may be Diesel oil or gasoline although 
gasoline by far is the more important from the stand- 
point of quantity required and the strict specifications 
which must be adhered to in its manufacture. In the 
week of December 13, 1941—the latest available figures 
—refiners produced some 13,600,000 barrels of gasoline of 
all descriptions as compared with indicated consumption 
of about 12,544,000 barrels. The difference between pro- 
duction and consumption brought stock of gasoline in 
storage and in transit up to about 87,422,000 barrels or 
more than 30 days demand if no more gas were to be pro- 
duced. Actually, there were more than 1,066,000 barrels 
of motor fuel added to inventories for aviation gasoline 
stocks declined some 13,000 barrels to a total of 7,280,000 
barrels in the week. The rate of consumption of aviation 
gasoline is expected to expand considerably but at the 
present rate of consumption and demand for aviation 
fuel, current stocks on hand, if depleted at the. rate of 
only 13,000 barrels weekly, should last for a consider- 
able period of time. 

Such a condition, however, is not tolerable by the 
petroleum refining industry nor, for that matter, by the 
Government. Despite the fact that the refiners have 
increased their output of aviation fuels threefold within 
the last three years, plans call for at least a three hun- 
dred per cent increase in the output of gasolines of avia- 
tion quality within the next 12 to 18 months. Aviation 
fuels range from an octane rating of 85 to a super 100- 
octane fuel of extraordinary characteristics. The 85-oc- 
tane gasoline is the lowest rating suitable to aviation 
motors and about the highest of the automobile fuels. 
Because of the high ratio of efficiency of the 100-octane 
gasoline in relation to quan- 
tity, this is the fuel required 
by all fighting aircraft al- 
though the lower rated fuels 
are reasonably suited to 
straight transportation and 
commercial requirements. 

Our petroleum refineries are 
now capable of producing 
about 2,100,000 gallons daily 
of super 100-octane aviation 
fuel. This amount is said to 
be close to 714 times greater 
than was the petroleum in- 
dustry’s output of all grades 
of aviation fuel only three 
years ago. It is expected that 
by the end of 1942, at the lat- 
est, the output of 100-octane 
fuel will have reached close 
to 5,000,000 gallons daily and 
will be still further increased 
should there be a demand for 
more. Seven years ago, 100- 
octane fuel was still in the 
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laboratory. What the petroleum industry has accom- 
plished in a very few years is well illustrated by the fact 
that in 1938, the entire consumption of aviation quality 
gasoline in this country—Government, commercial and 
private—was only 275,000 gallons daily or on an annual 
basis, less than 5 days output at the present time. It is 
as yet unknown what the requirements of this country 
and its allies may be in the matter of aviation fuel but 
with civilian flying eliminated, commercial flights re- 
stricted and production capacity on the increase, there 
should be no worries as to the petroleum industry’s abil- 
ity to meet all demands for aviation fuels. 


No Severe Gasoline Shortage 


Nor is there any immediate prospect of a severe short- 
age of automobile fuels. It will probably be necessary 
to avoid useless consumption of motor fuel but for all 
normal purposes there will probably be sufficient gaso- 
line for all. However, although it may seem to contradict 
the foregoing statement, there will probably be a system 
of rationing installed later in the summer of 1942. As far 
as can now be ascertained, the quantity of gasoline al- 
lotted to private consumers will not permit unlimited use 
of private automobiles in the normal customarily waste- 
ful manner but there will be special censiderations for 
those who depend upon their cars for transportation to 
and from work, for all reasonable commercial purposes 
and in fact, for almost anything but “joy-rides” and 
countless neighborhood trips that could just as well be 
made on foot. 

While the civilian may have to conserve gasoline mod- 
erately, this self-denial will have little bearing upon the 
petroleum refiners. Gasoline is the “money” product of 
the petroleum industry and the prospects are that the 
petroleum industry will be called upon to produce all the 







Seventy-five per cent of the oil 
transported in this country in 
such as these. 
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gasoline within its power. The quantity of 
gasoline consumed by automotive equipment 
has been rising steadily. Last year, about 525 
million barrels of gasoline were consumed by 
moderately less than 30 million automobiles or 
an average of 742 gallons per registered vehicle. 
The amount of gasoline consumed was more 
than double that of 1926. Of the 1940 figure, 
approximately 60 per cent of the gasoline went 
for private passenger cars and 20 per cent for 
commercial vehicles while buses and other 
types of vehicles used the remainder. Despite 
the fact that there will be a much smaller num- 
ber of new automobiles available to the public 
over the next several years, it is improbable ee 
that there will be a sharp decline in the actual 
number of automobile registrations so that the 
refiners will be assured of a ready market for 
all of the automotive fuel that they can pro- 
duce. Aviation gasoline production does not 
interfere with the manufacture of automobile 
gasoline since the newest fuel is a combination 
of synthetic elements, many of which were 
wasted or, at best, used as fuel before the de- 
mand for highest test gasoline appeared. In 
order to make other petroleum products such 
as Diesel and fuel oils, it is now necessary first 
to make a certain quantity of gasoline and im- 
proved manufacturing methods has steadily 
increased the quantity of motor fuel obtainable 
from a given volume of crude oil. Much gaso- 
line will be necessary for military purposes 
other than aviation but the demand for less 
volatile fuel oils will be proportionately greater 
so that in order to fill the last requirement, there may 
even be times when a large surplus of gasoline will accrue. 

Crude oil prices are reasonably stable and will con- 
tinue so as long as the supply of crude oil exceeds de- 
mand. Not that there is any immediate prospect of a 
sharp decline nor is there an immediate prospect of 
frozen prices. Actually, the base price will probably rise 
to reflect increased costs of production, of which trans- 
portation is the most important item. Most of the petro- 
leum and its refined products move from the oil fields to 
the refineries and from the refineries to loading ports 
through pipe lines. About 70 per cent of the crude oil 
moved goes through pipe lines, 20 per cent by tanker or 
barge and the remainder by tank cars and trucks. Thus, 
as long as water transportation continues available, 
higher rail rates or truck costs will have little effect upon 
the average cost of crude petroleum. Then too, if pro- 
duction allowables are increased in order to meet emer- 
gency demands, most of the refiners will be able to obtain 
a much larger quantity of needed crude from their own 
reserves, leaving those who are not so well integrated to 
buy more from the independent crude producers and 
thus pay the additional costs. Thus we arrive at our first 
conclusion from the general conditions discussed in the 
foregoing and that is: those companies dealing only in 
the production of crude petroleum such as Barnsdall, 
Creole Petroleum, Pan American and others of similar 
character will have little trouble from costs and accord- 
ingly should experience sharply better gross incomes al- 
though gains in net will undoubtedly be tempered by 
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increases in corporate taxes. Those companies having 
reserves sufficiently large to produce a major part of 
their crude oil needs will also fare somewhat better than 
average. Those refiners and marketers who have but 
little crude oil production of their own must depend 
upon outside markets for their raw materials needs. Their 
volume of business will undoubtedly be much higher 
than at present although their profit margins will de- 
cline. However, even in such instances, it is probable 
that operations will be profitable but the degree of pros- 
perity will greatly depend upon what coming tax sched- 
ules may be and how far the refined market prices will 
be permitted to advance before a price ceiling is imposed. 

The tanker situation which threatened to disrupt the 
gasoline and fuel oil markets on the East Coast is rap- 
idly improving. That England returned quite a few 
“borrowed” tankers as unnecessary is no longer news. 
This factor broke the threatened gasoline shortage of 
late summer. This year has seen about 28 new tankers 
added to the domestic fleet and there are currently 197 
tankers on order or being constructed. Of this number, 
61 are being constructed for the oil companies and the 
remainder are being built for the Maritime Commission. 

As far as oil company earnings are concerned, the first 
quarter of this year was not particularly good. But, since 
that time, the majority of the companies have been re- 
porting better earnings with the result that most of the 
leading petroleum refiners and producers will do materi- 
ally better than a year ago. Dividends, too, have been 
moderately higher this year (Please turn to page 336) 
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j substantial decline in stock prices from the 
highs of earlier this year provides both an oppor- 
tunity to investors interested primarily in income 
and a forceful argument for exercising caution in 
security selections. Now that the United States 
is actively engaged in warfare, America’s armament 
production must be increased tremendously to 
overcome the initial handicap of spreading arma- 
ment supplies rather thinly over at least two widely 
separated fronts. While the economy already has 
been largely converted to a war basis, further 
drastic action to curb production of non-essential 
consumer goods necessarily must be taken to speed 
the output of armaments so as to bring the war to 
a successful conclusion in as short a period as pos- 
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ered a technological problem, with supremacy likely 
to go to the side capable of producing and using 
superior armaments in superior quantities in the 
shortest time possible, curtailment of non-essential 
production will gain impetus from now on. 

The series of dividend studies concluded in this 
issue, has been designed to help readers determine 
which leading securities have good, fair, or adverse 
earnings prospects and how secure dividends may 
be. To unearth the many investment opportuni- 
ties available today requires careful consideration 
of fundamental factors such as the impact of the 
armament program on operations and profit mar- 
gins, the effect of taxes on net profits, and the rela- 
tionship of operating trends, taxes, and financial 



































































































































sible. Since the conduct of the war can be consid- position to probable dividend policy. 
EARNED PER SHARE Dividend Price 
Latest Interim Paid to Times 
__ COMPANY 1940* 19407 1941+ f Date? Dividend® COMMENT  - 
National Acme....... $4.40 $4.18 $4.86 $2.00 8.0 yo man this year will record considerable d , and tained d d based on 
defense activities plus t high ings level 
Fye3 de. — despite fenet. Higher Gridends may be justified in 1942. 
National Biscuit....... 1.50 1.02 1.03 1.60 oe i should benefit sales especially of fancy items, while price 
d and g savings should help maintain profit margins. Since taxes are 
ee er ES curtail net earnings, maintenance of 40-cert quarterly dividend not assured, _ 
National Cash Register 1.26 ~ 0.92 1.57 1.25 12.5 While profits this year probably will show good utlook ts reduced 
earnings next t year, as war effort impinges on normal products and lower foreign sales are 
i in time may provide offset. Dividends may be con- 
~~ — ; ta eect tinued at $1 ae rate. 
National Dairy Prod... 1.66 0.76(6) 0.90(6) 0.80 16.2 Profit margins have improved as result i domestic d d, Lend-lease purchases 
and higher prices, and moderate profits gain indicated for 1941 should be maintained 
ok: iene oe S eee matin 1942. Continuance at least 80-cent annual dividend rate expected. 
National Distillers... . . 3.28 1.56 1.87 2.00 12.0 Earnings this year will show moderate advance, and further gains appear in prospect in 
reflection of high level consumer incomes. The 50-cent quarterly dividend is expected 
pv eee ee a Lathe in ___to be continued. 
New Jersey Zinc...... 4.19 2.61 3.58 4.00 16.1 Capacity operations for defense and possible further price increases should enable com- 
pany to maintain indicated 1941 profits gain reasonably well despite taxes. Continu- 
neo Z na ance of liberal dividends 
Niles-Bement-Pond. . 2.28(A) 1.25(A) 10.4 Adjusted for the 4 for 1 stock split in November, earnings this year will be moderately 
above the adjusted figure for 1940. Prospects are favorable for continued high level of 
ee ee eae of due to t and aviation d d Higher dividends seem likely in 1942. 
No. Amer. Aviation... 2.06 0.69(6) 1.13(6) 2.00 5.9 Satisfactory earnings are indicated by additions to plant capacity and rising rate of plane 
deliveries, although gains will tend to be restricted by higher labor costs and taxes, as 
—— : profit margins on sizeable unfilled orders. Continuance liberal dividends 
ee ee : : _ ce 2 _— exp 
Novadel Agene. .. 2.94 2.00 ....©@ With drastic curtailment of non-defense goods in Prospect, sales of the Kooler-Keg bee! 
temperature device may slump. The company's trade position may sustain leases of 
equipment on which patents expired this year or will expire next year, but earnings de- 
cline er any event largely b taxes. ts should 
eS eee = fairly liberal in relation to ings trends. 
Oliver Farm Equipment. 2.56 1.00 17.8 prin ag earnings increase is indicated, and outlook is regarded as promising, since any 
n farm due to raw material shortages or other causes 
—_ to vd more than offset by ordnance business. Larger disbursements possible in 
Owens-Illinois Glass... 2.70 -3.02(J)  —-3.26(3) 2.50 18.3 bec taxes, continuance of moderate earnings gains is anticipated as result strong de- 
mand principally for glass containers and other glass p financial 
ea nee pea Lees Jaca e.c 2 position promises retention liberal dividend policy. _- 
Paramount Pictures 2.10 1.60 2.60 0.90 14.4 Despite higher taxes, earnings this year will show — advance. Prospects favor continu- 
ance satisfactory earnings based on p' , growth in theatre attend: 
— higher weg hy prices, and larger pean tg from Britain. Higher dividends also 
ae lake See ee ee ae ae , ss are in ‘or 
Penick & Ford...... . $3.95 $1.64 $3.07 $3.00 17.1 Sustained demand for corn products will lift earnings this year despite taxes, and satis- 
factory earnings levels should be maintained. Continuance at least of $3 annual dividend 
SR ee ee a ae Si Sin el ng aia a rate is indicated. 
Penney (J. C.) Co... 5.91 2.42(6) 2.56(6) 5.00 15.2 Profits this year will approximate 1940 level. While continuance sales gains expected, 


the additional tax imposts in prospect for 1942 will tend to stabilize net profits. Continu- 
ance of liberal dividends indicated. 
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atest Interim Paid to Times 
| COMPANY 1940* 19407 1941} Datet Dividend® COMMENT 
SOME Pet Milk Co.......... 2.81 2.22 2.51 1.00 26.0 A substantial i increase ho earnings . eines for 1941, and maintenance of satisfactory 
os gs is p high-level exports and 
ent 55 Ce Conti at least of $1 pocvsae Uividend rate expected. 
i Phelps:DodgelCorp.... 1.49 1.14(6) 1.38(6) 1.50 18.6 Earnings this year are expected to show sharp ad , and additional mine facilities, 
& “nT price and active fabricating operations promise maintenance satis- 
i Mi tore pe factory earnings despite feaen. Larger dividends are p for 194 
Philip Morris &.Co.... 8.14(b) 3.88(6) 4.05(6) 5.00 15.5 Continued growth in cigarette sales should permit maintenance current fiscal year earn- 
ings despite taxes. Expect are that dividends will remain liberal. 
Pitney-Bowes Post.M... 0.62(b) 0.27(6) 0.29(6) 0.50 11.3 Earnings this year will approximate 1940 a, Bee my satisfactory earning power 
despite taxes indicated by p d for postage meters and defense 
es = orders, Liberal dividends cted to. ti 
Pratt & Lambert....... 2.29 2.00 ....© A moderat i d is d this year, but reduction in def. con- 
struction and possible additional po on paints, lacquers, varnishes, etc., obscure 
outlook, Dividends will be liberal in relation to earnings trend. 
Procter & Gamble..... 4.21(e) 0.69(3) 1.06(3) 3.00 17.2 Favorable sales prospects and prices should permit satisfactory profit margins, but gains in 
operatin = | income are likely to be offset by rising taxes. Continuance of liberal dividends 
___expecte: 
Purity Bakeries........ 1.49 0.95(k)  (1.20(k) + =1.20 | 8.41 Nearby ct ded as f. ble in view of probable further gains in cake 
and pastry sales, on which any necessary price adjustments can readily be made because 
epee d _—- of i Dividends expected to remain liberal. 
Quaker Oats Co...... 4.36 4.00 13.7. Sales should continue to benefit from high level consumer incomes, and help maintain 
satisfactory earnings despite taxes. Comfortable financial position should permit con- 
tine of $4 annual dividend rate for present. 
kely P Radio Corp. of America 0.42 0.20 0.36 0.20 “13.7. Defense orders appear likely to offset fully curtailment in normal business in prospect next 
: y year. Continuation of modest and conservative dividends on the junior equity issue is 
sing a =—— ee _considered probable. 
 Raybestos-Manhattan,!nc. 2.70 2.16 2.78 2.00 8.4 The war probably will require further curtailment in auto production and original auto 
the t equipment. The wide range of industrial products and increasing defense orders should 
tial provide important offsets. Relatively satisfactory earnings and dividends should be 
ula ee ee eee ek ee ____ maintained. 
Reliable Stores Corp... 1.75 0.55 2.25 0.3714 45.0 Reflecting higher consumer incomes and favorable store a earnings this year will 
g show sharp gain despite taxes. M of is indicated. Divi- 
this ere dends may be raised in 1942. 

. Remington Rand...... 2.17(b) 0.41(6) 1.66(6) 0.80(p) 10.8 Current fiscal year earnings are expected to record moderate advance, since armament 
me orders should more than offset possible curtailment of normal lines, demand for which 
erse J feiss - Pa ee ___ will remain high. More generous dividends eopen in prospect. 

, "NM Republic Steel........ 3.30 1.86 2.90 2.00 8.4 Conti of satisfact d by virtual capacity operations assured for 
nay protracted period, and plant pont sh which should help offset higher taxes. Liberal 
° 4 ea eee ee dividend policy ind 
un- i Reynolds Spring... ... 2.77(h) 0.25 ae Prospects are rtain at bah junct because of probable heavier curtailment of auto 
Lion id q of d d for upholstery springs. Plastics division may be 
readjusted to defense , but y does not appear in position to handle 
the a a. substantial defense orders. co decline indicated. 

am h Reynolds Tobacco,'"'B"’. 2.55 2.10 _...© Despite favorable sales trend, taxes will bear down on earning power and may require 
1ar- ___ further dividend r in 
ela- Royal Typewriter...... 9.19(f) 5.50 8.8 Current fiscal year earnings 1 may decline moderately as result heavier taxes, although 

2 4 government orders and i dare to yield satisfactory profit margins. 
cial ‘ = ee tion of liberal d ds indi 

Ruberoid Co......... 2.02 1.32 2.70 1.75 me ey A substantial ear i d indicated for 1941, but prospects are rtain due to 
; ___ curtailment in non-defense construction. Dividend outlook also uncertain. 
St. Joseph Lead Co.... 2.62 1.32(6) 1.29(6) 2.00 14.3 Taxes will restrict 1941 1 earnings to around 1940 level, but maintenance satisfactory 
earning power suggested by d ds for lead and zinc, and possible price in- 
creases. Conti of liberal dividends antici 
Savage Arms Corp..... 1.53(A) 0.86(A) 3.60(A) 3.31(A) 5.6 Earnings of this important war benefici y will be sharply higher this year despite taxes, 
and prospects fav: t of satisfactory earnings based on heavy small arms and 
Te ee eee ee = machine gun “as cient dividends expected. 
‘ings level Schenley Distillers... . . 5.20(g) 1.00 15.0 ‘Current fiscal year i pected to pare f bly with 1940-41 despite taxes 
because of extensive i i ti ies, better prices, and increased 
vhile price er ae ew —e sales. Bank loans pect to foster continuance of mod trate dividend policy. 
: taxes are Seovill Mfg. Co....... 3.07 2.00 10.8 Operations of this conservatively d metal fabricator will continue to expand be- 
assured, cause of armament and other req ts for p tion of war. Earnings outlook favor- 
s reduced — able, and dividend increase in 1942 appears likely. 
in sales are Sears, Roebuck & Co... 6.32(a) 2.17(!) 2.25(1) 4.25 13.9 | Current fiscal year earnings will record modest advance. Taxes are likely to restrict further 
y be con- gains, despite favorable sales showing anticipated. The $4.25 annual dividend rate is 
_ = teed ee regarded as seca. 
purchases Sharp & Dohme, Inc... 0.48 6.36 0.84 0.20 ....@ — Increased sales of p tical and biological drug lines in reflection of higher level of 
Lacie ws consumer incomes vt lift earnings slightly this year despite higher taxes. Further divi- 
_ ee dend payments are 
wrospect in Shell Union Oil Corp. . 1.05 0.86 1.10 1.00 15.3 Current year ings of this integrated enterprise will be well above 1940, and prospects 
expected are promising, since ; consumption ——_ remain at high levels and maintenance satisfac- 
- —- tory prices exp Di 1942 may exceed $1 per share. 
able com: Simmons Co.......... 2.33 0.91(6) 1.09(6) 2.00 ....@ — Earnings this year will be moderately nen 1940, but probable curbs on strictly house- 
Continu- hold furnishings combined with higher taxes may ‘reduce earnings next year. Financial 
; ___ positi comfortable, but dividends may be red decline develops. 
noderately Smith (L. C.) & Corona. 3.46(e) 0.33(3) 1.44(3) 2.00 5.3 Further profit expansion despite higher taxes is anticipated for the current fiscal year, 
zh level of since a high level of sales is in prospect and any curt in portable lines should be 
y in 1942. ; offset by t orders. Continuance at least of $2 annual dividend expected. 
e of plane South Porto Rico Sugar Nil(h) 0.80 ....© War conditions should pi t tion of profitabl tions during current fiscal 
J taxes, as year, but Puerto Rican land law - rtain factor. Dividend policy also uncertain. 
dividends Sperry Corp., V.T.C. . . 3.90 1.52(6) 1.73(6) 2.00 15.1 Profit margins on Sperry's d duct: ly will remain good. Capacity 
operations assured for duration of war. Rising rate of lipmets plus plant additions sched- 
Keg Keg beer uled for completion next year p of f. trend. More 
| leases of ___ liberal dividends may be voted in 1942. 
io Spicer Mfg. Corp... . . . 9.42(g) 3.25 10.5 Indications are that rtailment in auto parts sales will be errand more | — offset by 
shou parts d d for military vehicles. Earnings prosp 
a be ae att ts as Se ME Seong eo oa “dividend i may be ted despite bank loans. : 
age any Square DCo......... 4.56 2.82 5.17 3.00 12.0 In response to active d d for industrial i t and aviation instruments, earnings 
er ile in this year will record sharp. advance despite taxes. Prospects are promising, and higher 
ossible in _ ¥ : dividends may eventuate in 194 
oy Standard Brands, Inc. . . 0.71 0.48 0.48 0.50 8.6 While earnings this year will aaameulaiaia 1940, profit margins may be po subse- 
strong isl quently by higher raw material costs. Taxes also may 
: Financia - _ some Ail me - _________ financial position should permit continuance of 40-cent annual dividend re least. 
4 Standard Oil of N. J... 4.54 2.50 17.6 A considerable ane | in 1941 profit is « pected, and p cts for this leading oil 
# cont 4 unit are p m the of domestic and foreign demand and favorable 
. re 4 — prices, Larger dividends may develop in 1942. 

- Starrett (L.S.) Co..... $5.78(e) $4.25 7.3 Higher taxes may prevent earnings gn for the current fiscal year despite the sustained 
——— tool demand in prospect. Dividends are likely to remain liberal, nevertheless. 
‘dividend Sterling Products...... 5.30 $4.15 $4.17 3.80 14.2 Taxes are expected to reduce net profit slightly this year despite gains in operating in- 

come, and this trend may continue in 1942. However, comfortable financial position 
aa reasonably assures t of 95-cent quarterly dividend. 
*Continu: Me OW Co.......... 3.03 2.07 3.96 1.00(q) ....@ Despite higher taxes, earnings this year will record good ad’ and p cts are 
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promising on the basis of improved industry poe moe oy pron drow 's shipbuilding 
activities. Continuance of conservative dividends expect 
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Pasy 7 we me, “ye EARNED PER SHARE Dividend Price 
————— rr Bi Latest Interim Paid to imes 
COMPANY 1940* 1940+ 1941 Datet _Dividend® COMMENT 7 4 
Sead J 1.18 1.37) 11, ly will be maintained at high levels for an extended period”as result 
er o _ “ oa eet lhe! om railroads, industry, and ship builders, but taxes will restrict 
earnings gains. Liberal dividends in relation to earnings are anticipated. 
Suth J x 8 s i ed to cause moderate recession in 1941 profit Mout strong’d 
ee — — _ — aii pen goss cohen should sustain satisfactory earnings and dividends at chow 
1941 rate. 
Ss of - 31.02té‘«‘C*@w! F * gee ill ximate 1940 level. New capital acquired earlier this y 
ne “ = aid —_ vans an this Y moa Ghat Sale primarily for defense which should aid volume and help 
maintain i G dividends in relation to earnings indicated. 

Tennessee Corp.  4.36— 0.76(6)  —-0.85(6) 1.00. 8.0 Sales ofall divisions are reflecting defense demands for sulphuric acid, copper, iron sinter 
and fertilizers. Despite taxes and special charges, earnings this year will be moderately 
above 1940, and prospects are promising. Larger disbursements appear likely in 1949, 

Texas Co....... wa ao y z E ite taxes, 1941 earnings will be sharply higher, and outlook for maintenance good 

exas Co 2.90 3.10 3.68 2.50 17.5 pin axes is promising due to company’s strong trade position. Larger disburse. 
ments may develop in 1942. 

Texas Gulf Sulphur 2.38 1.89 1.62 2.50 15.5@ A slight recession in earnings is indicated for 1941 after heavier taxes, but earnings should 
be well maintained in coming periods by continued strong demand for sulphur from di- 
verse industries. Comfortable financial position promises retention at least of :50-cent 

ee quarterly dividend rate. 

Texas Pac. Coal& Oil 0.54 0.39 40.87 0.50 12.2 Profit will be sharply higher for 1941, and prospects for 1942 are favorable onthe basis 
of probable demand, production and price trend. Larger disbursements may|be war. 
ranted in 1942. . 

Thermoid Co 0.83 0.66 0.98 1.00 4.0 Direct and indirect defense orders, plus expansion in demand for mechanical rubber goods 
should largely offset reduced original and rep ent auto p "Prospects 
favor continuation of satisfactory earnings and dividends. 

il. 1.14 27 i in indicated for 1941, despite taxes, and prospects regarded’as prom- 
ey — — iad sine me pnenphg eg o Pa paar aang Larger dividends may be voted in 1949. ey 
Timken- i J >) 4 a ili hicle and truck equipment orders virtually assure capacity operations fo; 

imken-Detroit Axle. 5.01(e) 4.25 7,3 wer period, ‘Mschinery and tool divisions also should fare well. Earnings and dividend 
x . 1 Earnit thi f] will be the best in over a decade. Cepacity or erati 

Truax-Traer Coal Co... . 0.92(c) Nil(6) 0.97(6) 0.621 9.6 — for pa — isca honad pe pr care ly «Ales ald — | 
permit payment of liberal dividends. 

Underwood Elliott Fisher 3.03 1.88 3.48 3.50 8.3 Sharply higher earnings are indicated for 1941 and prospects are regarded /es relatively 
promising for nearby months in view of trend of orders for office and business equipment, 
Liberal dividends are indicat 

Union Carbide & Carbon 4.55 3.34 3.48 3.00 23.1 Maintenance of satisfactory earnings trend despite higher costs and taxes is suggested by 
heavy demand industrial gases, carbon products, ferro-alloys, plastics and chemicals for 
explosives. Continuance at least of 75-cent quarterly dividend is indicated. » 

United Aircraft Corp... 495 3.46 4.05 “4.00 8.4 Prospective i in shipments and additi to plant facilities sugge st maintenance 
of satisfactory earnings trends despite taxes and narrower unit profit margins. Dividends 
shou ti iberal. 

United Carbon Co 3.36 “2.71 3.05 ~ 3.00 12.8 Heavier demand for natural gas and carbon black will lift earnings considerably this year 
and p cts remain f ble. Reduced demand for carbon black for auto tires will be 
more than offset by demand for military vehicle tires and other needs. Continuance at 
least of 75-cent quarterly dividend indicated. 

United Fruit Co. z ~ ss 5 17. hth ire transfer of some ships to the Government, shipping revenues 

nited Fruit Co 5.10 4.35 5.47 4.00 17.9 bes mye meena. reales - ie ore banana and the sugar divisions should do 
quite well, and help sustain earning power. The $4 dividend rate is ted to continue, 

U. S. Gypsum Co 5.44 4.05 __ 3.65 3.50 @ Defense housing may provide substantial offset to sharp slump in prospect for residential 
and other non-essential construction, bu ings will p y suffer, uration 
of such buildi rtailment i rtain, dividends may be reduced early next year. 

U.S. Industrial Alcohol 2.14(6) —:1.00(6) 2.62(6) 1.25 22.8 Demand for alcohol from munitions and chemical plants, as well as sales gains indicated 
for related chemical lines and synthetic resins, promises to lift earnings considerably for 

eee a the current fiscal year. Liberal dividends appear in prospect. 

U.S. Pipe & Foundry. 3.45 1.1306 2.61(6 2.50 ..©  Eamings prospects are impaired by restrictions imposed idential construction and 

isa! te) vad pig iron srettene. Taxes also will restrict earnings, but $2 annual dividend rate may be 
continued. 

U.S. Rubber Co 3.58 : 0.94(6) 2.07(6) 2.00 9.1 Mechanical and other rubber — demand plus non-rubber defense work will more 
than offset curbs on civilian products. Maintenance of high level earning power indicated. 

_ —_ eS: —_ Disbursements may increase in 1942. 
U. S. Steel Corp. 8.84 5.80 8.82 4.00 12.6 While taxes will be restrictive, earnings should hold fairly well around advanced level 
_ Be acta es indicated for 1941. Dividends at least at the $4 rate should be continued 

U. S. Tobacco Co 2.08 1.50 .© While prospects point to continuance of satisfactory sales trend, earning power will be 

eo Ce ; el int teduced by higher taxes. Further dividend reduction may be y in 

Vick Chemical Co 4.12(e) 1.52(3) 1.58(3) 3.00 | Earnings for the current fiscal year are expected to record modest gain after taxes in re- 
sponse to i d sales reflecting higher consumer incomes. The $3 annual dividend 

; poe alle seems likely to be retained in view of ample financial 

Walker, Hiram-G. & W. 8.79(g) 4.00 8.1 Further moderate earnings growth is indicated by i d i and price 

advances which should offset higher taxes. Continuance of $1 quarterly dividend, in 
__———_ _ Canadian funds is anticipated. 

Warren Foundry & Pipe 3.87 3.00 11.3 Prospects are regarded as relatively f. ble despite rtainti ted with" cast 
iron pipe activities, since iron ore and royalty income should remain high. Maintenance 

= ie 4. Preah. ; of liberal dividends expected. 

Washington Gas Light 2.52 2.89(m) 2.41(m) 1.50 9.9 Rising taxes promise to offset moderate revenue gains, but the $1.50 dividend rate’ is re- 

Pa a eS Ln garded as reasonably secure. 

Western Un. Telegraph 3.46 2.12 5.09 2.00 12.4 A sharp profit advance indicated for 1941, and prospects favor maintenance of good 

ace WS 9 7 “ =r earnings. Dividends expected to remain conservative. aa 

Westinghouse Elec. & Mfg. 7.10 5.46 5.94 5.00 15.2 Volume defense busi and operating ies should help maintain satisfactory 

= Nae apenas = ~ Ax 2 ings despite taxes. Conti of g dividends is indicated, 

Weston Electrical Inst 4.58 3.58 4.44 2.00 14.5 Direct and indirect defense orders for aviation and precision instruments will advance 
earnings considerably this year, and earnings prospects are viewed as relatively favorable. 

2 ae ; — Higher dividends may be justified in 1942. 

Westvaco Chlorine 2.96 2.19 2.06 1.85 .© Higher operating costs are expected to reduce net slightly this year, while taxes will cut 

into operating income gains indicated for nearby months with tinued improvement in 

a one —— — sales. The 35-cent quarterly dividend is dto ined 
Wheeling Steel Corp. 6.53 3.23 9.10 2.00 12.1 Despite taxes, sharp d indicated for 1941. Virtual capacity operations 
ca Soe assure maint of satisf y returns. Higher dividends appear in prospect for 1942. 

White Rock Min. Spgs. 0.10 0.15 0.15 0.10 .© Competitive factors plus rising taxes are likely to nullify any benefits which may be de- 
rived next year from increased consumer income with resultant rise in sales of White Rock 

oe 7 and Q-9. Dividends at best will be moderat a 

Woolworth (F. W.) 2.48 2.00 .© Higher taxes and decreased receipts from Britain will reduce 1941 net slightly, but further 
tax imposts would infringe additionally on ting income. Further dividend reduction 

eon Se eee, ee possible, but 40-cent quarterly appears secure. _ 

Yale & Towne Mfg 2.90 1.38 2.25 1.00 .© — Industrial products d d probably will be fostered for direct or indirect defense pur- 
poses, but curb on locks and hardware suggests nearby earnings decline. Dividends 

ee ee probably will be moderate. 

Youngstown Sheet &Tube 5.96 2.77 7.06 3.00 10.8 Despite taxes, considerable earnings advance expected this year, and operating prospects 


P of satisfactory returns. Larger dividends appear likely for 1942. 











_ (A)—Adjusted for 4 for 1 stock split. 
terim earnings: Except where indicated, all interim earnings are for the 9 


earnings indicat 





(1) 24 weeks end 
plus 16% in stock. 


e 
ed July 16; ( 


ths covered during the calendar or fiscal year. 
m) 12 months ended M i 
®—Price times dividend ratios are calculated in relation to comments. 


arch. 


*—Fiscal years ended 1941: 


(a) Jan. 29; (b) March 31; (e) June 30; (f) July 31; (g) Aug. 31; (h) Sept. 30. {—In- 
months of the calendar or fiscal year. i 
t—Interim earnings: 


e figures shown in parentheses after interim 
(J) 12 months ended Sept.; (k) 40 weeks ended about Oct. 4./ 


{—Dividends paid or declared to Dec. 12. (p)—Remington Rand: plus 10% in stock. (q) Sun Oil: 
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Ewing Galloway 


WAR BOOMS DEMAND 
FOR MOTOR TRUCKS 


Selected Companies Face Volume 
Gains Likely to Offset Higher Taxes 


ee 

 — is the keynote of our 
new citizen army. In the near future, 
one soldier of every three will either 
be a driver, a mechanic or a service 
man for some type of motor vehicle.” These statements 
are more significant now than when made a few weeks 
ago by the Under Secretary of War in an article which 
appeared in a metropolitan newspaper. When coupled 
with declarations by military authorities that the nation 
must have an army much larger than four million men, 
almost unlimited expansion can be projected in demand 
for military vehicles and trucks. 

Also favorable from the standpoint of motor truck 
demand is the ever growing burden being placed on the 
trucking industry as an indispensable transportation link 
in the production of war material. 

While the necessities of an all out war effort have 
resulted in curbs on light truck production, operating 
results of the companies specializing in truck production 
promise to be better next year than the all-time record 
indicated for 1941. Principally affected by the reductions 
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BY WARD GATES 





ordered in light truck output are the 
truck divisions of the passenger car 
producers, and International Har- 
vester, the leading producer of farm 
equipment. Consequently, both production and earnings 
of the truck specialists as a group may again attain new 
peaks in 1942. Producers of busses, parts for heavy 
trucks and military vehicles, trailers, and heavy tractors 
(International Harvester, for example) also may be 
numbered among the more important beneficiaries of 
the war. 

As has frequently been pointed out, the world-wide 
struggle in which the nation now is engaged essentially 
is a war of production. Victory can best be assured by 
producing better implements of warfare in quantities 
greater than are available to the enemy. To do so 
requires sacrifice of some material comforts by Mr. and 
Mrs. Consumer. Production of refrigerators, motor cars, 
and numerous other durable consumers’ goods must be 
dispensed with for an indefinite period in order that 
essential raw materials, plant facilities, managerial 
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abilities, and industrial manpower may be concentrated 
on all important production for victory. War has become 
highly mechanized. To help equip our armed forces and 
assist countries friendly to- us and assure adequate 
transportation media will require full utilization of the 
productive abilities of the heavy truck and related 
industries. 

At the present time, there are estimated to be some 
4,500,000 trucks in the nation. About 2,000,000 of this 
total are in the light truck classification, while the bal- 
ance consists of heavy or medium trucks. The trucks 
in the heavy and medium categories currently are doing 
the major share of defense hauling by truck, and thus 





Some Leading Producers of Trucks, Trailers, 
Tractors, and Truck Parts 


Earned 
Per Share 9 Mos. Sept. 1941 
1940 1940* 1941* Dividends 
Wisibee... ssh teceuntece $1.89 $4.85(7)(a) none 
Diamond T Motor............ 0.56 $0.20 1.73 $1.50 
Federal Motor Truck.......... Nil Nil(6) 0.16(6) 0.10 
Fruehauf Trailer.............. 3.38 1.17(6) 2.64(6)(a) 1.40 
Mack Trucks................. 3.02 1.96 4.54 3.00 
NB oso owes Se xitwass Nil Nil 0.21 none 
WUD TIONED, 056006 se cSvetv es 1.18 0.80 1.08 0.75 
White Motor................ 3.12 1.19(6) 1.26(6) 1.25 
Yellow Truck & Coach “B”... 1.60 0.92 1.95 1.25 
{nternational Harvester. ....... 4.11(e) meee tne 3.00 
Clark Equipment............. 5.92 4.35 6.99 3.25 
DINE ics fo cinawencaas 9.42(b) Sikkve nee: 3.25 
Timken-Detroit Axle.......... 5.01(c) ee Creer 4.25 


*—Figures indicate periods other than nine months. (a)—Before excess 
profits taxes. (b)—Fiscal year ended Aug. 31,1941. (c)—Fiscal year ended 
June 30, 1941. (e)—Fiscal year ended Oct. 31, 1940. 





are contributing importantly to essential transportation 
of materials, goods, parts, and supplies which must be 
kept flowing to the defense factories. Estimates made a 
short time ago indicate that close to one-quarter of the 
nation’s trucks are engaged in hauling defense goods. 

Attainment of increased efficiency in production of 
armaments as a principal means of accelerating arms 
output is engaging the attention of the entire produc- 
tion and managerial genius of the country. Experience 
both with peace-time production and with war produc- 
tion in other countries indicates that even the most care- 
fully planned production lines will show astonishing 
signs of increasing output and decreasing costs for a sur- 
prisingly long period, when, as now, the problems of 
increasing the efficiency of operations are being given the 
closest attention by management, engineers, supervisors, 
and machine operators. 

Of course, most factories do not have facilities for 
fully integrated operations. In fact, most factories pro- 
ducing armaments must depend on other factories for 
essential materials, machines, parts, maintenance, or 
repairs. Consequently, in addition to improving the 
efficiency of production lines, considerable attention is 
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being given to the problems involved in raising the effi- 
ciency of inter-plant relations, transportation, and ser- 
vice relations. 

An important phase of the transportation problem jis 
the streamlining of conventional peace-time transporta- 
tion methods by use of special truck lines running on 
definite schedules. Such streamlining would have as its 
goal the development of a system of industrial trans- 
portation which will unite factories directly or indirectly 
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engaged in armament production as inter-dependent 
production units in a vast productive effort. The im- 
portance of transportation may be gauged from the 
fact that the assembly of armaments in one plant may 
depend on a constant flow of material and parts pro- 
duced in scores of other factories, while the completed 
products must be conveyed, to many defense areas. Now 
that the country actually is being turned into a vast 
arsenal and the railroads will be coping with additional 
demands on capacity, ever increasing utilization of truck 
transportation and diversion of truck capacity to defense 
requirements may be expected. According to replies 
received from truck owners a short time ago by a trade 
association, some 10 to 50 per cent of ordinary inter-city 
shipments then represented transit of defense goods, 
while some truck owners said as much as 85 per cent of 
operations constituted defense haulage. At the present 
time, American truckers carry only some 8 per cent of 
the nation’s total freight. The war consequently may be 
expected to result in a sharp growth for the trucking 
industry and an improved industry position which may 
be an important transportation factor under post-war 
conditions. 

Of the 576,327 new trucks registered in the United 
States in 1940, Chevrolets (General Motors) repre- 
sented 33.7 per cent of the total; Fords, 28.4 per cent; 
International Harvester trucks, 13.5 per cent; Dodge 
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: (Chrysler), 9.5 per cent; G. M. C. (Yellow Truck & 


Coach), 7.4 per cent; while Plymouth (Chrysler) , Mack 
Truck, Diamond T Motor, White Motor, Federal Motor 
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Truck, and Reo Motors ranged in the order named with 
percentages of total registrations from 1.7 per cent to as 
low as 0.1 per cent for Reo. 

Data prepared by the Automobile Manufacturers 









Association for 1940 show that the capacities of the 
approximately 900,000 trucks produced that year in the 
ndent United States and Canada were about as follows: °4 ton 
e Im- or less, 39.0 per cent; 1 ton and less than 11% tons, 4.8 per 
1 the cent; 114 tons and less than 2 tons, 40.3 per cent; 2 tons 
may and less than 2% tons, 6.1 per cent; 244 tons and less 
| pro- than 314 tons, 1 per cent; 3% tons and less than 5 tons, 
rleted 3.0 per cent; 5 tons and over, including special types 
Now such as station wagons, 5.9 per cent. The companies 
vast which specialize in production of commercial types nor- 
none mally receive but a small proportion of the market. For 
truck 
fense 
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a long time, an average of over 85 per cent of the unit 
sales of commercial types was secured by the three prin- 
cipal passenger car builders, General Motors (Chevro- 
let), Ford, and Chrysler (Dodge), and International 
Harvester (International), which made trucks largely as 
supplementary lines. Under normal conditions, these 
large volume producers had distinct advantages in the 
lighter vehicle field. While small trucks were coming to 
represent an increasing proportion of production by the 
truck specialists, heavy trucks and busses continued to 
constitute their major field, and it is this field which now 
is of such importance to the national defense effort. 
The bus field has long been dominated by four truck 
specialists, namely, Yellow Truck & Coach, Twin Coach, 
Mack Trucks, and White Motor. Despite the growth in 
bus travel, and the sharp percentage increase in bus pro- 
duction since 1929, output in 1940 totaled only 17,207 
units, of which 10,566 were for transportation of school 
children, 4,573 were for use as (Please turn to page 341) 


ce would have needed many horses. 












































ALLEGHENY LUDLUM STEEL CORP. 


Eight Low-Price Stocks 


ALLIED MILLS, INC. 





Price Range 
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BUSINESS: Allegheny Ludlum Steel Corp. is classed as being the 
second largest maker of alloyed steels in the country. Some months 
ago the rated ingot production capacity was 433,000 net tons yearly 
but facilities have been expanded at a rapid rate all through this year 
and the present capacity is considerably larger although as yet unre- 
ported. All of the regular forms of rolled products are made with 
the greatest tonnage being in sheets and strips. A new process of 
combining alloyed steels and carbon steel in one piece so that the one 
article may have a number of different characteristics is an important 
addition to the company's line of products. The new process is called 
Pluramelt and should be particularly applicable to military and naval 
requirements. Other uses for Allegheny Ludlum's materials are for 
high speed cutting steels, corrosion resistance, decoration, cutlery and 
the many other applications which have recently been found for stain- 
less steels and other alloys. The company is not completely integrated 
but does cover all manufacturing divisions from making its own billets 
to the production of finished products. 


FINANCIAL POSITION: A comparatively strong financial position 
was reported at the close of last year and since that time it probably, 
has been strengthened. At the date of the last balance sheet, the cur- 
rent asset ratio was better than 2.5 to | and there was nearly $1,500,000 
in cash as well as better than $21,127,000 in inventories. Bank loans 
were reduced to a total of $175,000. During 1940 about $1,370,000 was 
spent for betterments and additions. Currently new facilities which 
will cost about $4,000,000 are under construction. Sales are at record 
high levels as are operating profits. However, rising taxes and costs 
have moderately reduced profit margins; but not sufficiently so to pre- 
vent a sharp rise in earnings per share of common stock this year. 


OUTLOOK: Constant research and war conditions will further expand 
the utility value of alloyed steels. The company's high position in the 
industry should insure it a full share of all available business. 


MARKET ACTION: Allegheny- Market Allegheny’s moves 
Ludlum Steel Average in relation to avge. 

37 high to '38 low....... 68% decline 64% decline 6% wider 

"38 low to 38 high....... 103% advance 76% advance 35% wider 

*38 high to '39 low....... 53% decline 34% decline 59% wider 

*39 low to "39 high....... 102% advance 44% advance 132% wider 

*39 high to '40 low.. 45% decline 45% decline 132% wider 


*40 low to '40 high....... 71% advance 67% advance 6% wider 
Pa ca volatility on 6 moves 40% greater than the M. W. S. index of 290 common 
$s. 


COMMENT: Recent price 19!/g. Increased production capacity should 
at least maintain earnings levels and permit continuation of liberal 
dividends. 

Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
1934(A)...... $17.3 $0.8 $0.99 $0.30 2314-15 
1935(A)...... 22.1 1.2 1.51 1.00 32 -201%4 
1936{A)...... 31.5 1.8 2.13 1.65 26 
LO 36.6 1.8 2.10 1.60 455-13 
. ae 18.3 d1.1 d1.04 aay 2934-1456 
37.3 2.1 1.49 0.50 2814-14 
as 54.7 3.7 2.78 1.50 2614-15} 
1941 (est. *2.95 ¥2534-1714 





Price Range 


1940 


194) 1942 


Thousand Shares 

















BUSINESS: Allied Mills has three distinct phases to its business but 
they all stem from the processing of agricultural raw materials. The 
company's major line—and oldest interest—is the manufacture and sale 
of poultry, live stock and animal foods. The second, and highly pro- 
mising, activity is the processing of soya beans for meal and oil while 
the third is an active interest in the distillation of liquor which is sold 
under the company's brand names rather than in bulk. The distillery 
business has a production capacity of approximately 30,000 gallons of 
spiritous liquor daily. About 80 company operated retail feed stores 
assist in obtaining a wide distribution for the various milled products, 


FINANCIAL POSITION: As of June 30, 1941—the close of the com- 
pany's regular fiscal year—the financial position was remarkably strong. 
Total current assets of $9,117,738 were not only more than I! times 
greater than current liabilities but cash alone of $1,214,380 was nearly 
half again as large as the total current debt of $835,967. The com- 
pany's only corporate capital obligation was the outstanding issue of 
812,220 shares of common stock. Later earnings reports indicate that 
the more than satisfactory earnings for the year ended last June will be 
further improved in the current fiscal period. For the 12 months ended 
September 30 earnings were reported at the rate of $2.36 a share as 
compared with $1.66 a share in the same period of a year ago. Divi- 
dend action has been conservative with the tendency being to declare 
the larger part of the year's distribution in June. However, the recent 
December dividend was $0.50 a share as compared with $0.25 a share 
in each December of the previous 3 years. It is not intended, however, 
to set a precedent and it is possible that the June distribution will re- 
flect the December payment. 


OUTLOOK: Soya beans promise to become increasingly popular as a 
foodstuff as well as the basic raw material for many industrial uses. 
Alcohol production is an important adjunct to the company's business 
under war conditions. 


MARKET ACTION: Allied Mills, Market Allied Mills’ moves 
nec. verage in relation to avge. 

‘37 high to '38 low....... 74% decline 64% decline 15% wider 

'38 low to '38 high....... 72% advance 16% advance 5% narrower 

'38 high to '39 low....... 36% decline 34% decline 6% wider 

'39 low to "39 high....... 59% advance 44% advance 34% wider 

39 high to '40 low....... 33% decline 45% decline 29% narrower 


*40 low to '40 _ ak ace 
‘ Average volatility on 6 moves 3% greater than 
jocks, 


COMMENT: Recent price 12!/. Selling prices are keyed closely to 
production costs and thus assure reasonably well maintained profit mar- 
gins. 


67% advance 67% advance 29% narrower 
the M. W. S. index of 290 common 


Long-Term Record 


Net Sales NetIncome Net Per Divi- Price 


Year(J) (millions) (millions Share dends Range 
er NE R F ee 1444- of 
MOSS oie aun NF 2.1 2.36 aes 271/4-12' 
ee $32.5 2.5 2.86 $0.50 34 -23 
"| Eaten 35.9 2.4 2.50 2.50 331-10 
PB Sc cues 50 26.1 0.6 0.64 0.50 1475- 8% 
aS 26.0 1.3 1.37 1.00 151/- 94 
es 28.1 1.4 1.71 1.00 1634-10 
| es 32.9 25 *443/4-1118 


1.6 1.97 *4, 
NF—Not available. (J)—Year ends June 30. *—To date. 
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AMERICAN CHAIN & CABLE CO. 


With Good Dividend Yield 


BARNSDALL OIL CO. 











Price Range 





1939 
cB } 


1H ite ET 


BUSINESS: This company manufacturers chains of every description for 


Thousand Shares 


1940 194) 1942 

















industrial purposes and also wire cables. One product, the "Weed" 
automobile chain is known throughout the world although other lesser 
known devices find use in automobile operation, construction, mining, 
railroads, aircraft, steamships, etc. Less important products include 
many styles of springs, wire fences, welding supplies and the like; all 
of which are in excellent demand for defense purposes as well as civi- 
lian use. Patents, especially having to do with the manufacture of wire 
rope or cable, are a source of additional revenues through licensing to 
others. Constant research has added materially to the line of products 
and thus to the company's diversification. It is the practice of the 
company continuously to consolidate its corporate position by liquidat- 
ing subsidiaries into the parent organization. As a result, remaining 
subsidiaries are but few in number although the liquidation has had no 
adverse effect upon the production capacity of the parent organization. 


FINANCIAL POSITION: The financial position at the date of the la- 
test balance sheet was comfortable with a current asset ratio of better 
than 4 to | and cash alone being $3,200,000 as compared with total 
current liabilities of $4,191,804. Less than 57,000 shares of preferred 
stock are the only capital obligation prior to the 989,529 shares of no 
par common stock currently outstanding. At the mid year, sales were 
better than 90 per cent greater than for the same period of a year 
ago. Excess profits taxes of $1,650,000 for the latest period held net 
income in check but nevertheless, earnings for the first half of this 
year were $1.75 a share of common stock and materially better than 
the $1.04 reported a year ago. In the. same manner it is anticipated 
that the good business of the remainder of this year will find reflection 
in improved earnings. Full year earnings should be in the vicinity of 
$3.50 a share. 


OUTLOOK: The wide application of the company's products assures a 
continuation of good business throughout the war period. Earnings 
may further be limited by rising taxes and other costs but it is prob- 
able that dividends will be continued at a rate commensurate with in- 
come. 


MARKET ACTION: American Chain Market American Chain's 
& Cable verage moves in rel. to av. 

‘37 high to '38 low....... 71% decline 64% decline 11% wider 

'38 low to '38 high....... 145% advance 76% advance 91% wider 

'38 high to ‘39 low....... 43% decline 34% decline 21%, wider 

'39 low to '39 high....... 89% advance 44% advance 1894 wider 

‘39 high to ‘40 md eee an decline 45% decline can wider 


74% advance 67% advance wider 


a marketability on 6 moves 40% greater than the M. W. S. index be 290 common 


COMMENT: Recent price 18'/. Direct government orders have been 
relatively small to date but should expand considerably as industrial 
needs are filled. 

Long-Term Record 


Gross Sales Netincome Net Per Divi- Price 
(millions) (millions) Share dends Range 
4 5 70 ONE e 1214- 414 
7. 1.6 4.11 eee 33%4- 8 
25.0 3.0 9.66 $4.00 7814-31 
28.7 3.0 2.79 elas 3334-1114 
19.1 0.8 0.56 0.70 233%4- 91 
24.3 2.3 1.99 1.00 2512-1314 
30.2 3.0 2.75 2.00 2314-131 
1941 (est.). . yas sau 3.50 *2.00 *2314-1614 


*To date. 


DECEMBER 27, 1941 
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BUSINESS: Barnsdall's main interests are the production of petroleum 
and natural gases. The company once was fully integrated but divested 
itself of its refining business to the Barnsdall Refining Co. in exchange 
for various securities. In 1940, the refining company changed its name 
to Bareco Oil and Barnsdall regained its control. But, since that time 
Barnsdall has again disposed of all but a small part of its interests in 
this company and can no longer be said to have an important interest 
in the refinery business. At the close of 1940 Barnsdall had some 2,074 
producing wells which gave out about 6,751,000 barrels of oil in that 
year. About 78,000 acres of oil lands—mostly located in Texas and 
Oklahoma—are under production while 470,000 acres, located in almost 
every oil producing state, were controlled although not in operation at 
the close of last year. Barnsdall has no foreign properties. Other in- 
terests include a goldmine—operated by others under lease—a tripoli 
—silicious stone used as a mild abrasive—quarry, a casing-head gaso- 
line plant and a small pipe line in Texas. 


FINANCIAL POSITION: The last balance sheet showed a current asset 
ratio of better than 4 to | with cash of $2,615,000 being better than 
double the total near term debt of $1,279,670. Bank loans at that time 
were reported as being $7,500,000 but by the end of June this item was 
reduced by at least half and may be even further reduced by the end 
of this year. The retirement was accomplished through the sale of some 
capital assets but according to the management, the production capac- 
ity then sold has since been compensated for by new discoveries and 
thus the crude reserves have not been impaired by the transaction. The 
remaining amount was refinanced at very low interest rates and thus 
affected a further saving. Apart from these bank loans, there were no 
obligations prior to the 2,251,000 shares of common stock then out- 
standing. 


OUTLOOK: The need for petroleum for war will probably eliminate at 
least some of the restrictions on crude production and will also serve 
to maintain crude oil prices. 


MARKET ACTION: Barnsdall Market Barnsdall’s moves 
Oil Co. Average in relation to avge. 

37 high to '38 low....... 71% decline 64% decline 10% wider 

'38 low to '38 high....... 111% advance 76% advance 46% wider 

38 high to '39 low...... 47% decline 34% decline 39% wider 

39 low to '39 high....... 75% advance 44% advance 15% wider 

‘39 high to ‘40 low....... 62% decline 45% decline 38% wider 

*40 low to '40 high....... 87% advance 67% advance 30% wider 


ene volatility on 6 moves 40% greater than the M. W. S. index of 290 common 
stocks, 

COMMENT: Recent price 8!/. 
higher before any marked decline. 
ly improve earnings. 


Crude oil prices will probably be 
Unlimited production would sharp- 


Long-Term Record 





Gross Net . 
Income Income Net Per Divi- Price 
(millions) (millions) Share dends Range 
$18.0 d$1.0 d$0.47 eee 10 -5 

12.7 0.7 0.35 $0.20 143%4- 5 
11.1 2.3 1.01 0.8 2814-14) 
13.8 1.9 0.84 1.00 3514-10 
12.5 2.8 1.26 1.00 213-10) 
10.3 1.7 0.76 0.90 1347 
9.4 2.2 0.97 0.60 7 
i941 est.).. ieee aed 2.25 *0.60 *10%- 7 


d—Deficit. 


*—To date. 
















































BORG-WARNER CORP. 
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BUSINESS: In normal times, Borg-Warner manufactures a line of auto- 
mobile parts and accessories as well as a number of household equip- 
ment devices. Among the latter is the well known Norge line of refrig- 
erators. Under war conditions, however, Borg-Warner quickly has 
adapted its production facilities to the manufacturing of war mate- 
rials and in addition, a sizable part of its many automobile specialties 
are finding active employment in the manufacture of military equip- 
ment. Recently, approximately half of the company's business was for 
defense but the proportion will rapidly increase from now on. The 
latest step in this direction was the beginning of production of an 
$8,000,000 order for cartridge cases which are expected to reach a vol- 
ume of 350,000 units monthly within a relatively short period of time. 
Some plant expansion work has been done but up until now, practically 
all of it has been financed from working capital. Domestic equipment 
production will subside but the prospects are that war work will serve 
to hold manufacturing activities at peak levels. 


FINANCIAL POSITION: The company maintains a characteristically 
strong financial position. On September 30, cash and cash items were 
alone equal to the entire quick debt of $18,600,000 while total current 
assets of $48,528,670 were better than 2.5 times greater than the total 
current liabilities. Inventories of better than $18,000,000 indicated a 
comfortable position as far as materials were concerned and there were 
no bank loans or similar debts prior to the 2,336,715 shares of common 
stock which constitutes the sole capital obligation. Despite the imposi- 
tion of heavier taxes, earnings for the first 9 months of 1941 were sub- 
stantially better than those of a year ago. In the most recent period 
net income was equal to about $2.72 a common share as compared with 
$1.76 a share for the similar period of 1940. 


OUTLOOK: War business should keep the company's facilities fully 
employed during the emergency and thereafter, the demand for house- 
hold equipment and automotive parts should be good until at least the 
accumulated needs of the war period have been satisfied. 


MARKET ACTION: Market 


Borg-Warner Borg-Warner's 


‘orp. Average moves in rel. to av. 
'37 high to '38 low....... 65% decline 64% decline wider 
*38 low to '38 high....... 121% advance 76% advance 60% wider 
38 high to '39 low....... 48% decline 34% deciine M% wider 
"39 low to '39 high.... 71 a advance 44% advance 61% wider 
39 high to '40 low....... 60% decline 45% decline 34% wider 
'40 low to '40 hi 101 % advance 671% 50% wider 


Bre can advance 
Avene volatility on 6 moves 41% greater than the M. W. S. index of 290 common 
stocks, 


COMMENT: Recent price 1934. Unfilled order backlog of November 
| was in the vicinity of $50,000,000. 


Long-Term Record 














Net Sales NetIincome Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
ER NF $3.8 $3.06 «$0.75 et ap, 
ee NF 7.0 5.89 «1.75 27014-2814 
SED. Scios «40% $78.2 8.3 7.13 «4.50 x901/4-64 
See 90.0 8. 3.63 ee 50%-223/4 
1938...... 45.7 d0.02 d0.01 0.25 36%-16 
aaa 64.1 5.7 2.43 1.35 32-18 
NS ons 5.6.0 75.2 6.7 2.88 1.50 257-1244 
1941 (est.). 1 -1 


(est.).... i i tak 3.50 *2.00 
NF—Not available. £x—Old $10 par afterwards split 2 for 1. *—To date. 
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Eight Low-Price Stocks 









ELECTRIC BOAT CO. 





Price Range 








1942 | 


1940 194) 


Thousand Shares 











BUSINESS: Electric Boat Company is one of the few private yards 
that construct submarines. Not that there are any patent difficulties in- 
volved that give the company an exclusive right to this type of work 
but rather because of the fact that much special knowledge and experi- 
ence is required in their construction. The great majority of the sub- 
marines used in the Navy are built at Government yards. Actually, the 
company appears to enjoy a tacit monopoly upon under sea vessel con- 
struction by private builders. In addition to the submersibles, Electric 
Boat also builds high speed, motor powered submarine chasers and ves- 
sels of the type made prominent by their use on both sides in the 
English Channel war. The company's experience in this line was ac- 
quired through building numerous small pleasure and working craft un- 
der the well known name of "Elco" cruisers and similar craft. Produc- 
tion facilities are sizable and are supposed to be able to turn out at 
least one submarine a month and a large number of small craft. In ad- 
dition, Electric Boat builds Diesel engines, compressors and other marine 
equipment. 


FINANCIAL POSITION: At the date of the latest balance sheet, total 
current assets of $16,722,794 were more than 4 times greater than total 
current liabilities of $3,741,726. Cash and marketable securities, amount- 
ing then to more than $4,000,000 were in themselves well in excess of 
the quick debt. Since practically all of the work on hand or under con- 
tract is for the account of the Government, there is no financing prob- 
lem for materials and work in progress. Accordingly, there is no bank 
or funded debt ahead of the 752,725 shares of $3 par value common 
stock. Dividends, resumed in 1936 after an 18 year lapse, will probably 
be continued at rates consistent with the trend of earnings. 


OUTLOOK: The present conflict bids fair to be one of airplanes and 
smaller naval vessels such as those built by the company. There is no 
published figures available on the size of the unfilled order backlog of 
Electric Boat but it is likely that it is sufficiently large to warrant a high 
rate of production for some time to come. 


MARKET ACTION: Electric Market Electric Boat's 
oat Average moves in rel. to av. 

37 high to '38 low....... 62% decline 64% decline 3% wider 

'38 low to 38 high....... 154% advance 16% advance 102% wider 
38 high to '39 low....... 44% decline 34% decline 30% wider 
'39 low to ‘39 high....... 115% advance 44% advance 161% wider 
‘39 high to '40 low....... g decline 45%, decline 2% natrowet 
‘40 low to ‘40 high....... 80% advance 67% advance 20% wider 


Aomnae volatility on 6 moves 52% greater than the M. W. S. index of 290 common 
stocks, 

COMMENT: Recent price I1!/2. No interim earnings figures are re- 
leased although it is probable that those for this year will be substan- 
tially higher than those of a year ago. 


Long-Term Record 


Gross Net om ; 
Revenues Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
re $4.7 $0.34 $0.45 ies T\h- 3 
eee 7.2 0.43 0.58 saat 1434- 3% 
ra 7.9 0.36 0.48 $0.60 173-10 
ee 9.1 0.51 0.68 0.60 - 
SEE tiga 50% ss 11.5 0.56 0.75 0.60 1514- 6 
eee 14.5 1.09 1.44 0.60 1814- 8! 
Se 6.9 2.17 2.89 0.80 183/9-10'% 
1941 (est.)..... 3.75 *0.90 *173/g-10 
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With Good Dividend Yield 


PARAMOUNT PICTURES, INC. 


REPUBLIC STEEL CORP. 





Price Range 


1940 1941 
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BUSINESS: Paramount Pictures is a completely integrated motion pic- 
ture organization with facilities for producing, distributing and exhibit- 
ing motion pictures of all types. Prior to the outset of the current war, 
the distributing system was world-wide but has gradually been reduced 
to where foreign sales are being made mostly in Canada and nations 
below the Mexican border. The most valuable of foreign interests are, 
however, located in England and hence continue a certain degree of 
activity. The European investments amounted to only about $1,600,000. 
The present company is the outgrowth of a reorganization completed in 
1935 and which divested the company of many unprofitable or burden- 
some commitments and theatres. Studios for the production of motion 
pictures are maintained on the West Coast and at Long Island City, 
N. Y., as well as one in England. Film booking offices are situated at 
all important commercial centers as are the numerous theatres which 
are fully or partly owned by the company. 

FINANCIAL POSITION: The company's financial position was consid- 
erably improved by the reorganization of 1935 and since then much at- 
tention has been devoted toward further clearing up and simplifying the 
capital structure. At the date of the most recent balance sheet the 
funded debt—including subsidiary obligations and notes maturing after 
a year or more—amounted to approximately $35,112,957 which was prior 
in lien to about 666,600 shares of preferred stocks and 2,465,927 shares 
of common. Working capital of $27,329,854 at the beginning of this 
year was ample for the company's needs. The current asset ratio was 
better than 4 to | at the same date. Cash items of over $12,000,000 
were well in excess of total current liabilities of less than $8,000,000. 
Earnings have been showing a sharp improvement this year due in great 
part to the rise in consumer buying power but also to some extent be- 
cause of the better than average quality of recently released pictures. 
OUTLOOK: The reorganization placed the company on a sound base 
from which to reconstruct its business. Continued economies of opera- 
tions and strongly improved financial position should assure the com- 
pany an attractive future. 


MARKET ACTION: Paramount Market Paramount's moves 
Pictures, Inc. Average in relation to avge. 
'37 high to '38 low.. 80% decline 64% decline 25% wider 
‘38 low to '38 high ae advance 16% advance 80% wider 
‘38 high to '39 low decline 34% decline 53% wider 
‘39 low to '39 high 1346 advance 447% advance eg wider 
‘39 high to '40 low. 10% decline 45% decline 55% wider 
'40 low to '40 high 133% advance 67% advance 98% wider 


a volatility on 6 moves 78% greater than the M. W. S. index of 290 common 
stocks 


COMMENT: Recent price !3!/4. This year's earnings promise to be at 
a new high level since the reorganization and dividends should be in- 
creasingly liberal. 

Long-Term Record 


Gross Net = : 

Receipts Income Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
1934. NF N NF ‘ Sie- 1% 

1935 $90.6 $0.7 $0.78 12-8 
ee 102.8 6.0 1.2 : 25 - 7% 
1937.... 104.2 6.0 1 7} a 2834- 814 
a, ee 100.9 2.9 0.68 wy 13%- 5% 
bed aciierss 96.2 2.8 0.63 $0.15 1414- 614 
Ll ae 96.0 6.4 2.12 0.45 10%- 414 

1941 (est.). 9 *161/2-10 


3.2 *0.90 
Pes — Ne « official ‘figures published. Reorganization completed July, 1935. 
*_To 





DECEMBER 27, 1941 
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BUSINESS: Republic Steel is the third largest steel manufacturer in 
the country. There is still a wide difference between its capacity and 
that of Bethlehem Steel, its next largest competitor, but the difference 
is growing steadily smaller as new production equipment is added. A 
long step in this direction will be when the Wickwire-Spencer Steel ac- 
quisition is consummated. Republic is fully integrated although it pays 
the most attention to the ‘manufacture of relatively light, rolled prod- 
ucts and the increasingly important alloyed steels. Since the company 
was not formed until after the depression got under way, much of the 
equipment is relatively new and thus makes effective all of the rated 
production capacity. Up to the end of September, operations averaged 
99/2 per cent of total capacity monthly. Expanded blast furnace capac- 
ity will soon fill all of the company's own needs and leave a satisfactory 
margin for resale to others. If finally acquired, the Wickwire-Spencer 
facilities will add materially to Republic's output of pigiron, steel billets 
and finished products. 

FINANCIAL POSITION: The financial position is more than satisfac- 
tory. At the close of 1940, the current asset ratio was approximately, 
4 to | with cash items of about $30,400,000 comparing very favorably 
with the entire quick debt of $35,775,000. Early in the year, Republic 
Steel proposed to consolidate its funded and other debts through the 
issuance of about $90,000,000 of new bonds. The plan was, however, 
withdrawn. The funded debt is currently less than $100,000,000 and 
since the maturity of a small issue on November |! last, there are no 
near term obligations. About 377,000 shares of cumulative preferred 
stocks precede 5,670,628 shares of no par value common stock. When 
the company operates at high rates of capacity, earnings mount rapidly. 
For the first 9 months of this year they were equal to $2.90 a share of 
common stock as compared with $1.86 a share a year ago. This despite 
sharply higher taxes and other costs, including labor. 


OUTLOOK: The work obtained through war needs will consolidate Re- 
public Steel's position in the industry. Earnings should keep pace with 
expanding production facilities. 


MARKET ACTION: Republic Steel Market Republic's moves 
Corp. verage in relation to avge. 
37 high to '38 low....... 16% decline 64% decline 20% wider 
'38 lowto '38high....... 128% advance 16% advance 68% wider 
‘38 high to '39 low... 49% decline 34% decline 44% wider 
'39 low to "39 high....... 121% advance 44% advance 175% wider 
'39 high to '40 low....... 51 % decline 45% decline 13% wider 
*40 low to '40 high. . 75% advance 67% advance 13% wider 


aa volatility on 6 moves 55% greater than the M., W. S. index of 290 common 
stocks. 

COMMENT: Recent price 16%. A $0.50 common dividend has just 
been paid which brings the year's total to $2 per share as compared 
with $0.40 a year ago. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 


Year (millions) (millions) Share dends Range 
1934...... $96.8 d$3.5 d$3.43 habe 2534-1014 
3 136.2 4.5 0.49 ‘ 2034- 9 
. ——ee 218.3 9.6 1.74 a 29 19-16% 
c 250.4 9.0 1.19 - 4714-12% 
(ae 140.9 d8.0 41.86 es 255-111 
.. ae 230.3 10.7 1.42 i 2814-1244 

I sn 30552 303.3 21.1 3.30 $0.40 2414-14 
| 1941 Wie oe > Saews, ; 4.50 *2.00 *2234-141/, 
| d—Deficit. *—To date. 
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War and Peace Stocks 


.There is a tendency of investors 
to differentiate in their minds be- 
tween war and peace stocks. With 
the country at war, however, the 
actual difference is largely arbi- 
trary. To illustrate: Savage Arms, 
for example, has a fairly extensive 
line of peace-time products but at 
the present time the company is 
straining every sinew of its facili- 
ties to turn out arms. Quite obvi- 
ously the shares are a war issue, 
with the recent sharp increase in 
earnings and liberal dividend ac- 
corded stockholders stemming di- 
rectly from the company’s large 
stake in the defense effort. But let 
us take another com- 
pany which, offhand, 
at least appears 
rather far removed 
from the war scene— 
General Foods, for 
example. Here is a 
company easily rank- 
ing as one of the 
leading and most 
suceessful processors 
of packaged foods, 
marketed on a _na- 
tionwide scale. Most 
people without would 
classify the com- 
pany’s shares as a 
peace issue. The dis- 
tinction, however, is 
more relative than 
actual. Not only are 
large quantities of 
the company’s 
Frosted Foods prod- 
ucts being absorbed 
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by the Government for our armed 
forces, but civilian demand for the 
company’s products has gained with 
the increase in employment and 
public purchasing power, which in 
turn have been stimulated by our 
war effort. If the investor stops to 
reason it through he will see that in 
actual war all companies are 
affected either directly or indirectly 
and it is neither accurate or suffi- 
cient to classify certain issues as 
“war babies” and others as peace 
stocks. 


Retail Trade 


On the eve of what promised to 
be best holiday season for retail trade 





since 1929 came the Japanese at- 
tack on Hawaii. The ensuing events 
have left many retailers uneasy. In 
many sections Christmas buying 
has fallen below normal and buyers, 
apparently fearful that rationing and 
allocations will deprive them of 
household necessities, are reported 
to be concentrating their purchases 
on the more staple merchandise at 
the expense of luxury items and 
gadgets. Christmas shoppers are 
more restrained in their buying, 
aware of heavier taxes ahead and 
other threats to their budgets. A 
comparison of the current prices of 
leading department store issues with 
those prevailing early in November 
reveals the extent to which these 
developments have altered what 
had previously been a very promis- 
ing industrial prospect. The variety 
and grocery chains have fared some- 
what better doubtless on the rea- 
soning that their business is charac- 
teristically more stable. 


Skelly Oil 


Despite general market weakness, 
shares of most of the leading oil 
companies have displayed stubborn 
resistance to selling pressure. This 
action reflects the material improve- 
ment which has taken place in the 
current and prospective position of 
the industry as a result of a more 
balanced inventory position and 
higher prices for both crude and re- 





This is the kind of merchandise which will be very hard to buy next year. Buyers are stocking up. 
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fined products. Third quarter re- 
ports of the majority of oil com- 
panies were uniformly good and to 
Skelly Oil, a leading mid-continent 
unit went the distinction of record- 
ing one of the most outstanding 
showings. Net available for the 
common stock was up nearly 100% 
over a year ago and was equal to 
$4.10 a share as against $2.13 a 
share for the first nine months of 
1940. For all of 1941 the company 
will earn well over $5 a share. The 
company has been unusually fortu- 
nate in that demand was not af- 
fected by the shortage of tankers 
on the eastern seaboard, nor was it 
affected by the embargo on ship- 
ments to Japan. In addition, profits 
were augmented by the company’s 
97% interest in Spartan Aircraft. 
Dividends this year have totaled 
$1.50 a share, but certainly on the 
basis of indicated earnings stock- 
holders would seem justified in an- 
ticipating more liberal treatment in 
1942. The shares have recently sold 
around $1, which compares with the 
1941 high of 3514 and a low of 
18%. 


Dividend Threat 


Higher taxes are not the only 
menacing factor in the 1942 divi- 
dend prospect. It appears likely 
that not a few companies will be 
compelled to modify their dividend 
policies, even though earnings next 
year are well sustained. For one 
thing, many companies will be car- 
rying substantially larger inventor- 
ies which will tie up a greater pro- 
portion of cash. A larger volume 
of receivables will have a similar 
effect. Further, not only will taxes 
take a heavier toll of earnings, but 
it will be necessary to provide for 
their payment out of working capi- 
tal. And finally, although as yet 
there is no intimation that such 
drastic measures are contemplated, 
the Government may find it expedi- 
ent to place restrictions on bank 
borrowing and new financing should 
it develop that private financing was 
interfering with the financing of our 
war effort. 


So They Say 


Best investment tip of the month: 
BUY DEFENSE BONDS NOW 
AND HELP WIN THE WAR.... 


Finance companies are eargerly ex- 
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Type of Holder 


* Represents principal holdings only. 


Reprinted from the Exchange. 





ploring new fields to offset the loss 
of automobile business. . . . Signs 
of inflation? Bread and milk prices 
will be raised in New York City. 
Higher prices are also scheduled for 
several popular brands of packaged 
foods. ... War has probably blacked 
out any likelihood of a revision in 
the securities laws. . . . Shipbuild- 
ers had orders totaling $6,400,000,- 
000 at the end of last September, a 
figure which will be increased ap- 
preciably over the next several 
months. . . . Earnings of Lorillard 
this year will be slightly in excess of 
$1.20 dividend. . . . The 5-cent fare 
in New York City, long a political 
football, is doomed next year... . 
Total supplies of all basic foods in 
the United States are the largest on 
record. .. . Can companies will get 
all the tin they need to take care of 
the record food pack scheduled for 
next year... . Production of rayon 
by American Viscose in the first 
nine months was 23% ahead of last 
year. 


High Yielding Preferred 


At recent quotations around 55, 
International Paper 5% preferred 
affords a yield of better than 9%. 
While the shares do not qualify for 
the funds of the conservative in- 
vestor, it is the type of issue which 
might well be employed to advan- 


tage as a substitute commitment for 


common stocks where dividends 
may be imperiled next year. Inter- 


WiGIVIdUME! fossa cases Ae ear oe eka 
Personal and family holding companies................. 
Tews atid GSES... ew ee oe 
Corporations, parent and subsidiary................. 
Other corporations, non-financial ........ 2+. 200. sccceee eens 
SRSMUICE COMI AMIOR Ao Sook Sees sk ke cc dep aces tee meen 
Investment trusts and companies............ 


Banks as beneficial holders........ ............ 2 cece eee 
Brokers and investment bankers as beneficial holders.......... 
Empolyees welfare, etc., plans.............0 0.200.000 2 000 ee 
Pauneetinne:. O86. od cccaehtHesnucdeceece. 


Banks, brokers, etc.; beneficiaries not disclosed 


Total! Roniingss 2.0. soleus c4 a oeae sales 


Who Owns Common Stocks? 


How the Principal Holdings in the 200 Largest Non-Financial Corporations 
Are Distributed 


Per cent 

Value of of Value 

Holding of Issue 

PPE es A $2,293,733,000 8.14% 


816,844,000 2.90 
Bere “teas ses se Qe 2.43 
. 1,519,450,000 5.39 
898,584,000 3.19 
143,776,000 51 
762,304,000 2.70 
13,305,000 05 
29,159,000 10 
174,964,000 62 
283,535,000 1.00 
. 1,300,111,000 4.61 


$8,921,563,000 *31.64% 





national Paper is the largest organ- 
ization in its field; operations are 
completely integrated to include raw 
materials and a full line of paper 
products. The company’s past rec- 
ord has reflected the characteristic- 
ally unstable background of the 
paper industry. Dividends on the 
preferred stock were suspended in 
1931 and in 1937 the company un- 
dertook a recapitalization for the 
purpose of clearing up accumula- 
tions. But a drastic decline in earn- 
ings in 1988 again necessitated the 
omission of preferred dividends and 
it was not until this year that all 
arrearages were eliminated. Current 
operations have been sustained at 
virtual capacity and earnings have 
recorded impressive gains. Net in- 
come of $11,500,000 for the first nine 
months was equal to some $12 a 
share on the preferred stock and for 
all of 1941 better than $16 a share 
will be shown. So long as the com- 
pany continues to be favored by 
sound trade conditions, preferred 
dividends should be covered by an 
adequate margin of safety. 


Defense Costs 


A recent issue of the Exchange, 
published by the New York Stock 
Exchange revealed some interesting 
figures on the cost of modern 
weapons of war. A tank or a bat- 
tleship costs about $1 a pound, air- 
planes and aviation engines from $5 

(Please turn to page 340) 





325 





























































ties .. 


you improve your security po- 
sition . . . over the near term 

. over the longer term? For 
your investment success, you must 
discriminately know what to buy, 
when to buy, when to sell. 


Take Advantage of 
FORECAST Counsel 


Now . .. and during the vital 
months ahead . . . when judicious 
action can mean so much to your 
financial welfare, we urge that 
you avail yourself of FORECAST 
counsel. We suggest that you do 
so on the same basis that you 
would consult professional ad- 
vice when it is essential that you 
know what to do. 


In the field of security guidance 
and prediction of market trends, 
THE Forecast has established 
an outstanding record . .. over a 
period of 24 years . . . with its 


authoritative sources of data, unique business contacts 
Its staff, as a result of long 
and practical experience, has advantageously served 
investors and traders in many crucial situations. 


What and When to Buy and When to Sell 


Through our short-term advices of what and when to 


and widespread facilities. 


. to what extent will 


Exceptional Possibilities Open 
in 1942 Market Movements .. . 


_ desirable stocks at depressed prices, offering 

exceptional income and capital growth possibili- 
. with selected industries headed for new peaks 
in activity, due to war orders . . 
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A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive this comprehensive service designed 
to meet your investment and _ business 
needs under today’s war conditions: 


1. Security Advisory Service 


Especially arranged programs to take 
advantage of short, intermediate and 
major market movements with 


_definite advice as to what and when to 


buy and when to sell. 


Telegrams on all recommendations for 
short-term profit . . . as included in 
our Trading Advices, Bargain Indicator 
and Unusual Opportunities. 


Consultation by wire and by mail is open 
at all times. 

2. Business Service 

Concise review of current situation... 
latest factors and prospects ... with charts. 
3. Commodity Service 

A weekly digest of general position and 
forecast of leading commodity trends. 

4. Washington Service 

Weekly reports on legislative and_poli- 
tical developments and their effects. 


XQ 
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Free Service 
to February 1 





buy and when to sell, you can take advantage of im. 
portant market movements. 
lay the foundation for income and capital growth through 
our Longer Term Recommendations. 


You can also gradually 


All commitments 
made on our advices are kept 
under our continuous supervi- 
sion .. . you are also informed 
when to contract or expand your 
position. 


Rare Opportunities 
Developing 


Prepare NOW to invest in spe- 
cial situations . securities 
specially selected to benefit 
from the $150 Billion Victory 
Program . . . from heavy, though 
selective, consumer buying. If 
you wish to concentrate in low 
and moderate priced common 
stocks . . . which gives you a 
wide selection in today’s markets 
. . . Wwe suggest our Unusual 
Opportunities With 
moderate capital, you can follow 
these definite advices in sizable 


program. 


units of shares. 


To cooperate with you under present conditions, we 


are glad to extend to you our new 


special 


offer of Free Service to 


February 1. By that date your mar- 


ket and investment positions through our counsel should 
be considerably improved. 





THE 


90 BROAD STREET 


dati 





Send me collect telegrams on all rec 


O UNUSUAL 
OPPORTUNITIES 


O TRADING 
ADVICES 


Oo BARGAIN 

INDICATOR 
NAME 

ADDRESS . 
CITY . 





average. 


Low-priced Common Stocks for Market Appreciation. 
month, on average. 
sufficient to buy 10 shares of all recommendation. 


Active Common Stocks for Short Term Profit. 
Maximum of five stocks carried at a time. 
to buy 10 shares of all recommendations. 


e's SOLOS wok 6h Owe eee 6 66 eb eS 2 Oe ee 


weer ee eo eS 


hecked below: 


Maximum of five stocks carried at a time. 


INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose [] $75 to cover my six months’ test subscription (] $125 for a full year of The Investment and 
Business Forecast with service starting at once but dating from February 1, 1942. 
gardless of the telegrams I select, I will receive the complete service by mail. (Your subscription shall not 
be assigned at any time without your consent.) 


I understand that re- 


One or two wires a 
$1,000 capital 


One or two wires a month, on 
$2,000 capital sufficient 


Dividend-paying Securities for Profit and Income. One or two wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital sufficient 
to buy 10 shares of all recommendations. 


BOA cern nosh d teas eee oe Dec, 27 
Continuous Consultation. Submit Your Securities for Our Latest War Economy Analysis. 


Free Air Mail 
Service 


(J Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
cial interest in any 
issue or brokerage 
house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and 
secure profits. 
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BUSINESS ACTIVITY 


M.W.S. INDEX 
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Better than normal seasonal gains in steel 
output and paperboard production have been 
mainly responsible for further improvement of 
about a point in per capita Business Activity 
since our last issue. National income rose 
in October to the annual rate of $95 billion. 
Defense expenditures in November amounted 
to about $1.44 billion—a little less than in Oc- 
tober, owing to fewer working days. Total de- 
fense expenditures from mid-1940 to end of 
November this year reached $10.86 billion, in- 
cluding $1.2 billion Lease-Lend. Under the new 
all-out Victory program, defense output is ex- 
pected to be pushed to $3.5 billion monthly— 
perhaps higher—say, $40 billion to $50 bilfon 
yearly, absorbing at least 40% of the national 
income. 

x * x 

America's entrance into the war should as- 
sure ultimate defeat of the Axis powers, against 
whom 75°% of the earth's population is now 
arrayed; but we must be reconciled to greater 
personal sacrifices than in World War No. |, 
and there will be many anxious hours before our 
planes, tanks and ships can be turned out in suf- 
ficient volume to assure a decisive victory. 
Meanwhile our greatest strength will be in the 
courage, determination and resourcefulness of 
a free and united peoples. There will be no 


(Please turn to following page) 
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INDUSTRY—War will reduce living 


standards and raise 


TRADE — Physical volume of retail 


trade is more likely 


expand; but price increases may 


bring moderate rise in dollar total. 


COMMODITIES — 


trol measures dominate price trend 


of commodities. 


MONEY AND CREDIT — Greater 


than seasonal increase in currency 


circulation indicates hoarding is 


gaining. 
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Business 


and Industry 





Date 


Latest 
Month 


Previous 


Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION(a) 


167 


164 


134 





INDEX OF PRODUCTION AND 
TRADE (b) 

Production 
Durable Goods............... 
Non-Durable Goods 
Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


108 
117 
128 
103 
102 

94 
103 


109 
qa'5 
126 
102 
103 
100 
103 


96 
99 
100 
97 
87 
96 
93 





WHOLESALE PRICES (h) 


92.4 


91.8 


78.7 





INVENTORIES (n. i. c. 6b.) 
Inventories 
New Orders 
Shipments 


151.2 
231 
202 


122.7 
198 
147 





COST OF LIVING (d) 


Housing 

Clothing 

Fuel and Light 

Sundries 

Purchasing Value of Dollar 


90.8 
89.4 
88.9 
716.9 
89.4 
99.8 
110.1 


85.5 
717.4 
87.4 
73.1 
85.9 
97.9 
117.0 





NATIONAL INCOME (cm){.... 


$8,064 


$6,812 





CASH FARM INCOME; 
Farm Marketing 
Including Gov't Payments 
Total, First 10 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 


Paid (ee) 


135 
141 


94 


$1,298 


$1,048 
1,126 
7,315 
99 
129 


78 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 


143.7 
126.9 


112.8 
114.8 





FACTORY PAYROLLS (f) 


166.7 


116.2 





RETAIL TRADE 
Department Store Sales(f) 
Chain Store Sales (9) 
Variety Store Sales (g) 
Rural Retail Sales (j) 
Retail Prices (s) as of 


132 
151 
153 
167 
107.5 


114 
124 
132 
122 
7351 





FOREIGN TRADE 
Merchandise Exports 
Cumulative year's totalt to 
Merchandise Imports t 
Cumulative year's totalt to 


$417 
3,318 

263 
1,942 


$295 
3,027 
195 
2,417 





RAILROADS EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures*. . 


Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return % 


$488,979 
312,287 
61,274 
104,070 
63.87 
3.45 


$382,715 
260,240 
37,292 
74,715 
68.00 
2.50 





BUILDING Contract Awards (k). 

F. H. A. Mortgages 
Selected for Appraisalf........ 
Accepted for Insurance t 
Premium Payingt 

Building Permits (c) 
214 Citiest 
New York Cityt 
PONDS Ss ocas vies robes sass 


$459 


73 
56 
77 


111 
8 
119 


$380 


83 
67 
69 


104 
15 
119 





Engineering Contracts (En) { 





$349 


$303 





(Continued from page 327) 


lack of nourishing food for our own population, 
nor for our allies if shipping facilities permit our 
help; but there will be acute shortages of metals 
and imported products for civilian use. Metal 
mines and defense plants will be placed as rapidly 
as possible upon a 7-day, 3-shift, schedule, greatly 
speeding production of defense goods, with re- 
sulting cut in unit overhead costs. Taxes, both 
corporate and individual, will be boosted; but so 
will the volume of deficit financing through the 
banks. Interest rates will be firmer and high grade 
bond prices somewhat lower. The combination 
of larger output at lower unit cost will raise aqgre- 
gate net profits after taxes. 


Mr. Henderson points out that the cost of 
living has advanced 11% since England and 
France declared war upon Germany and Italy, is 
now rising at the rate of 114% monthly and by 
next April is likely to be up 20%. At present 
writing, wholesale prices other than food and 
farm products, are 11% higher than a year ago, 
foods are up 20%, farm products 30%, and 
retail prices 15%. Nevertheless, prices of 
major staples now average about 20% lower than 
in April, 1917, when we entered the first world 
war and, because of existing surpluses, are not 
likely to duplicate the old world war peaks within 
the next few years at least. 


s * s 


Blackouts may hurt trade, lower production ef- 
ficiency and reduce consumption of electric 
power sporadically in threatened localities; but 
these are relatively minor considerations. If we are 
entering upon a long and strenuous war it scarcely 
seems likely that the rising income of organized 
labor can make up for loss in purchasing power 
occasioned by induction of millions into the armed 
forces, by heavier taxes and by soaring living 
costs. Public spending will also be reduced by 
subscriptions to savings bonds and by hoarding 
induced through fear of what the future may hold 
in store. If inflation comes it will spring largely 
from private speculation in inventories and heavy 
government purchases of goods in inadequate 
supply; not from an orgy of public buying at re- 
tail for current consumption. 


s * » 


The railroads have applied to the I. C. C. for 
a 10% advance in passenger and freight rates (ex- 
cluding coal, coke and iron ore) to compensate 
for 14% wage increase. Decision expected in 
March. Government does not expect to take over 
the carriers nor impose priorities as in world war 
No. 1. 1942 loadings expected to be about 10% 
above the estimated total of 41,000,000 cars for 
current year. Roads are better prepared to move 
traffic for a Pacific than an Atlantic war; since more 
‘empties’ normally moved westward. 
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Latest 
Month 


Previous 


Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








L 
Ingot Production in tons* 
Pig lron Produ-tion in tons*.... 
Shipments, U. S. Steel in tons*. . 


6,970 
4,103 
1,624 


7,243 
4,856 
1,851 


6,469 
4,403 
1,425 





| AUTOMOBILES 
Production 

Factory Sales 

Total First 10 Months 
Registrations 

Passenger Cars, U. S. (p) 

Trucks, U. S. (p) 


Oct. 
Oct. 


Oct. 
Oct. 


382,000 
4,209,623 


165,485 
41,352 


234,255 


125,293 
43,892 


493,200 
3,498,412 


290,495 
48,356 





pAPER (Newsprint) 

Production, U. S. & Canada * (tons).. 
Shipments, U. S. & Canada * (tons). 
Mill Stocks, U. S. & Canada * (tons). 





| 


Nov. 
Nov. 
Nov. 


383 
405 
152 


406 
392 
174 


368 
377 
193 





| LIQUOR (Whisky) 
Production, Gals. * 
Withdrawn, Gals. * 
Stocks, Gals. * 


Oct. 
Oct. 
Oct. 


31 


13,834 
7,602 
504,041 


9,424 
9,212 
499,503 


10,435 
8,964 
476,300 





GENERAL 
Paperboard, new orders (st) 
Machine Tool Output (millions of $) 
Railway Equipment Orders (Ry) 
Locomotives 
Freight Cars 
Passenger Cars 
Cigarette Productiont 
Bituminous Coal Production * (tons). 
Portland Cement Shipments * (bbls.). 
Commercial Failures (¢) 





Sept. 


Oct. 


Nov. 
Nov. 


10 Mos. 


Oct. 


Nov. 
Nov. 


Oct. 


542,792 
77.2 


2,270 
42 

621 
19,632 
42,865 
13,724 
809 


565,853 
68.7 


3,574 


399,133 
49.4 


6,414 
58 

264 
16,448 
40,012 
10,372 





1,111 


O. P.M. has removed all truck trailer produc- 
tion restrictions in interest of economical nighway 
transportation; but has cut passenger car produc- 
tion quotas to 38.7% of last year for December 
and 24.5% for January. No automobile produc- 
tion may be permitted after first quarter. Plants 
are going on 168 hour week for defense work. 
Industry's earnings will slump temporarily until 
armament work absorbs plant capacity. 


Bituminous coal production in the first 49 
weeks amounted to 470 million tons—11.4% 
above the like period last year. Consumers are 
being urged to stock up early before the peak de- 
mand for railroad freight cars sets in. In the first 11 
months, orders were placed for 114,807 freight 
cars, 621 passenger cars and 1,098 locomo- 
tives, compared with 57,234, 284 and 597, re- 
spectively, in the like period last year. Equipment 
builders are at last beginning to receive more 
adequate supplies of steel. 


* s 7 


If the shipping situation permits importation of 
normal supplies of hides from Seuth America next 
year, the shoe industry should have little difficulty 
in supplying enlarged Army needs which this year 
have taken only 3% of total production. 








WEEKLY INDICATORS 





Latest 
Week 


Previous 


Week 


Year 


Ago 


PRESENT POSITION AND OUTLOOK 








M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100 


. 13 


118.3 


118.1 


105.9 





. 13 


3,431 


3,369 


3,004 





TRANSPORTATION 
Carloadings, total 


Forest Products 
Manufacturing & Miscellaneous.... 


L. C. L. Mdse 


BLS. 
5 tS 
Se. 
. 13 


13 


x 43 


807,225 
41,533 
154,910 
42,377 
371,621 
152,741 


833,375 
42,754 
150,518 
41,005 
378,846 
156,420 


736,332 
33,056 
149,668 
39,593 
320,038 
156,622 





| STEEL PRICES 

| Pig Iron $ per ton (m) 
Scrap $ per ton (m) 
Finished ¢ per Ib. (m) 


. 16 
. 16 
. 16 


23.61 
19.17 
2.305 


23.61 
19.17 
2.305 


22.61 
21.33 
2.305 





‘STEEL OPERATIONS 
% of Capacity week ended (m).... 


. 20 


97.0 


99 


97 





‘PETROLEUM 

| Average Daily Production bbls.*. . 
Crude Runs to Stills Avge. bbls. *. . 
Total Gasoline Stocks bbls. * 
Fuel Oil Stocks bbls. * 
Crude—Mid-Cont. $ per bbl 
Crude—Pennsylvania $ per bbl.... 
Gasoline—Refinery $ per gal 





Mie. 
. t3 
a, 
. 43 
. 20 


Dec. 
Dec. 


20 
20 


4,110 
3,997 
87,422 
95,762 
1.17 
2.23 

085 


4,109 
3,945 
86,356 
95,342 
Tue 
2:23 
.085 


3,579 
3,492 
80,769 
102,517 
1.02 
1.33 
051% 





Electric power output has about held its own 
on a seasonally adjusted basis during the past fort- 
night, with a 14% margin of increase over last 
year. Oving to heavy rains through the south- 
east, O. P.M. has removed all restrictions on 
consumption; but will continue, at least for De- 
cember, the 13-state power pool to safeguard 
supplies. Some officials look for a power shortage 
within a year or two; but inability to obtain ade- 
quate supplies of pig iron and steel scrap may pre- 
vent defense production from expanding as rapidly 
as now planned. 

” . * 

According to the American lron & Steel Insti- 
tute, the steel producing capacity of the United 
States, Russia and the British Empire is now more 
than twice the Axis total. In fact the United States 
alone can turn out three tons of steel for every two 
made by the Axis. Further additions to capacity 
are being rushed. 

7 + a 

Petroleum engineering consultants of the 
O.P. A. contend that proposed reduction of the 
octane rating of regular gasoline from 75 to 
70 should save consumers $250 million a year, 
instead of costing the public $250 million as 
claimed by the industry. These experts say that 
all cars except a few of the latest models operate 
well on the cheaper gas. 








TMillions. .*—Thousands. 


(a}—Index Federal Reserve 1935-39—100. (b)}—Federal Reserve Bank of N. Y. 


100%—estimated 


long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)Nat. Ind. Conf. Bd. 1923—100. 

\(e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f}—1923-25 --100, 
\(3}—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp., (m)— 
lon Age. (n}—1926—100. (n. i. c. b.}—Nat. Ind. Conf. Bd. 1935-39—100. (p) Polk estimates. (pc)—Per Cent of capacity. (pl)— 
| Preliminary. (r}—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st.)—Short tons. 
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other sections of the list prices marked time. It is becom- tural commodities. 





Trend of Commodities 


The second week of war brought a halt to the previous subcommittee in removing the 1919-29 alternative price 
uptrend in commodity prices and reactionary tendencies ing from pending control legislation strengthen the bggcOPPI 
were prevalent, particularly in the agricultural group. In that a more forthright policy will be taken toward agigy Price 


ing increasingly apparent that a more determined effort on ever, the pressure for higher prices will probably provg 2... 
the part of the Administration to restrain prices will be resistable, despite legislative and other restrictions. 1 potin 
made than was indicated prior to Pearl Harbor. The an- conviction is held by the conservative-minded Bureau Retin 
i noucement of the C. C. C. seals policy on its 1939 and Agricuitural Economics in its most recent discussion of 

1940 holdings of loan wheat and the action of a Senatorial price and demand situation. TIN 









Over a somewhat longer period, 
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WHOLESALE PRICES 
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U S. DEPT. OF LABOR COMMODITIES INDEX 1926= 
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vs 


RAW MATERIAL PRICES 
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60 
50 is 
1915 1920 1925 1930 1935 1940 JFMAMJ JASONDJFMAMJJASOND RAYC 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES om 
Spot Market Prices—August, 1939, equals 100 bine 
High Low Dec. 13 F Dec. 19 High Low Dec.13 Dec. 19 a 
28 Basic Commodities.... 159.0 105.6 159.0 158.6 Domestic Agricultural... 171.8 111.4 170.4 169.9 
Import Commodities... . . 159.6 104.7 159.0 158.8 Teo eee 173.9 100.5 173.9 172.3 WOC 
Domestic Commodities... 158.9 105.5 158.9 158.4 Raw Industrial........... 148.9 101.3 148.5 148.8 Prici 
a Con: 
HIDE: 
Pric 
Latest Previous Year Visi 
Date Wk. or Mo. Wh. or Mo. Ago PRESENT POSITION AND OUTLOOK Bes 
RUBE 
COTTON l Pric 
Price cents per pound, closing | Imp 
BADIA Satie bo ie casi eee Dec. 19 16.48 16.56 9.99 Cotton. Prices developed a better tone nea I Con 
DIRION Sc scicesaunbe eseeeeieen Dec. 19 16.86 16.88 10.12 the close of the second week of war, although § Sto¢ 
Bhd tascssisnitmsuate eon | Dec. 19 18.08 18.03 1032 gains were not quite sufficient to fully erase the & Tire 
(In bales 000's) | losses of the first week. Several factors con-§ Tire 
Consumption; U;S........-.6..6«. | Nov. 850 954 741 tributed, including increased mill buying and the 
Exports (Ex-Linters)............-. Sept. 189,215 34,967 90,555 belief that the exising price ceiling on cotton- 
Imports (Ex-Linters).............. Sept. 25,413 42,332 3,992 seed oil would be raised. There is also the feeling 
Government Corp Est.......-.---- l“iNoy, 1 9999020 g ees 12,686(ac)} that Commodity Credit Corp., has no intention 
Active Spindles (000's)..........| Oct. 23,043 22,964 22,471 of offering cotton in the open market. Specula- 
Pp | 
| tive interest is at a low ebb and seems likely 
| to remain so until after the start of the new year. 
WHEAT 
Price cents per bu. Chi. closing i daa ae 
OE ee ee eee Dec. 19 1227 peg _ | 
DARW i cnernr ccecincaee se ..| Dec. 19 12554 1291/4 8454 ’ se 
Exports bu. (000's).........-..-. | Aus. 3,137 2,413 2976 | ipa held a onl 
Visible Supply bu. (000's) as of...| Aug. 23 217,648 215,539 163,130 | age d ge ee i el 
: : tor (ee | wee 816,698(ac)| markets in the second week. In the face 
Gov't Crop Est. bu. (000s). ..... 6 sins ’ ! | announcement, however, that the Department of 
- Agriculture planned to sell 170,000,000 bushels 
CORN | of wheat, the price action must be regarded as 
Ee ae | | having been satisfactory. Trading volume, how: 
a. ; " eee | — 1p 1935, 60% | ever. dropped to an extremely low level. Soy 
ee we 893/ 85 601% beans continued to pursue an erratic course and J 
ce ciieba '(000's) Aa ee | Aus 1.211 ” 1.370 3.357 ended the week strong on rumors of an upward 
Visible Supply bu. (00's) as of...| Aug.23 37,232 37,931 95,929 | Fevisionin the ceiling on oils and fats. ( 
Gov't Crop Est. bu. (000's)....... | WNovit°-@6ies78 6.:..:- 2,449,200(ac), 







































































































Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
fe price g 
n the bi—COPPER : ; 
ard agi Price cents per Ib. Copper. Reports were circulated of an im- 
seriod : Tai a eee: Dec. 20 12.00 12.00 12.00 pending increase in the present 12-cent price 
MY Snake t,o. 0, M4. ¥..........-. Dec 20 11.00 11.00 10.75 ceiling. These were officially denied, however, 
"Y Proved Rotined Prod., Domestic*......... Oct. 86,617 83,553 83,076 by Commissioner Henderson who reaffirmed 
tions, Refined Del., Domestic®.......... Oct. 121 ‘31 3 194 ‘021 103.771 his belief that the present price was ample and no 
| Bureau Refined Stocks, Domestic*........ Oct. 31 67,260 63670 164618 increase would be granted except to a limited 
ssion of iy 2 group of marginal producers. 
TIN * * * 
mice cents perlb., N. ¥.......... Dec. 20 52 59 Tin. All trade sales and deliveries of tin 
Tin Plate, price $ per box......... Dec. 20 5.00 5.00 i are prohibited except by OPM permission. All 
: IB World Visible Supply tf as of...... June 30 38,600 40,777 31,869 existing supplies will be made subject to specific 
ee Waleed... .<scccvsccese Nine 8.355 000 12/505 allocation. Future imports will be sold only to 
U. S. Visible Supplyf as of ....... Nov.30 2,186 1,127 4,362 Mine Sanaa <o- 2 
LEAD Lead. No figures have as yet been made 
Price cents per Ib., N. Y.......... Dec. 205.85-5.90 5.85-5.90 5.50 available on January allocations. It is rumored 
i S Production*®............-.- Oct. 37.991 "41.373 39.998 that consumer demands requested of OPM are 
U.S. Shipments*................ Oct. 43.537 47093 62.496 somewhat less than those for December. 
Stocks (tons) U. S., as of.......... t. 3 : t ; ee 
| inti Oct. 31 10,735 13,148 35,386 Zinc. Developments featured the announce- 
LINC ment that American Zinc would take immediate 
Price cents per Ib., St. Louis.......| D 0 steps to raise monthly capacity 2,000 tons. 
U.S. an peo i icine was RR a 7 “nn “ae 61 om About 25% will be available in the second 
U.S. Shipments®.«..- ees Nov. 73,192 73,813 66,064 | Warter- aaa 
ROOMS IR SOS ON o, Siaieinie.eoeiesiareiste : , 
Nov. 30 21,594 19,427 27,060 Silk. Hosiery manufacturers will feel the pinch 
SILK after Jan. 1, when quantities of silk yarn on hand 
Price $ per Ib. Japan xx crack..... Dec. 20 3.57 3.57 2.60 will be exhausted. A concerted and cooperative 
Mill Dels. U.S. (bales).. ........ aes 5 616 4 160 6 374 effort is being made to secure substitutes. 
Visible Stocks U. S. (bal f... i 
isi cks (bales) as o Nov.30 55,486 57,508 60,330 Rayen. Domestic shipments of rayon yam 
RAYON (Yarn this year in the first eleven months were 17% 
Price ch ome 4 eae ree) Dec. 20 53 53 53 ahead of 1940. Stocks in the hands of producers 
Somumption ta)........0se0s<0ss Nov 38.6 41.7 34.8 totaled 4,500,000 pounds at the end of Novem- 
URES C) OI ee ee ae ere Nov. 30 45 5.4 67 ber compared with 5,400,000 pounds at the end 
: : : ; of October. 
WOOL Pee: 
Price cents per Ib., raw, fine, Boston.| Dec. 20 110-112 110-112 108 Rubber. Sales ban on new tires has been 
Consumption, period ending(a)....| Oct. 31 53,720 42.856 39.940 extended to Jan. 5, but manufacturers will be 
f . ‘ permitted to finish all rubber in process as of 
HIDES Dec. 11. The full rationing plan is scheduled to 
ee ee ae 15% 15% 14 be set up on Jan. 2 next, and will drastically cut 
Ook Visible Stocks (000 s} as of....... Oct. 31 13,997 13,496 13,377 processing in thirteen _ nagen. 
- Boot and Shoe Producti LW. 
rend siealithtinaisonsiiaiitie om becatien Diciaae ci a Wool. The placing of large Government con- 
~~. ARUBBER tracts was reflected in sales to manufacturers of 
Price cents per Ib............... Dec. 20 20% 22% 91 an estimated 12,000,000 pounds of wool last 
Imports, U. S.t....ccccccccceecs | Oct. 12.299 2 83.151 2 j4.116 week. Forward buying, however, was restrained 
tone near Consumption, SS a Oct 60.418 53.655 59 644 by reports of an impending price ceiling on 
— pees Ee Oct. 31 454,711 473,684 235,353 woolen goods. ae 
rase Met Tire Producti 1) ees 
tors con: Tie St smamnannh sd ya bee bs ci igo Hides. Ceiling prices will be established for 
g and the fl Tire | t 000's) as of........ : . “ ‘ all grades and types of leather at the levels which 
n cotton: ire Inventory (000's) as of........ Oct. 31 4,123 5,154 9,410 prevailed during the period November 6 to 
he feeling December 6. Tanners have been requested to 
(OCOA 
intention § Price cents Te OG eee Dec. 20 8.95 8.69 4.87 furnished specific information on import require- 
hg Arrivals (bags 00's)... --. Nov. 206 303 | ses 
1 h ’ 
ew yeal. archouse Stocks (bags 000's)..../ Dec. 19 1,399 1,443 1,312 Cocoa. Prices were reactionary following 
(OFFEE the announcement of price ceilings, although 
Doni th... ..... Dec. 20 133 1 1 consumer buying was active at the lower prices. 
Imports, nos po al 000's).... us 1 3,074 %s - * ve 4 oe Recent arrivals have dropped sharply behind 
tial war | U. S. Visible Supply (bags 000's)..| Nov. 1 1,902 2,419 aa: | eee ° 
~ WGAR Sugar. Designed to arrest advancing retail 
tment of | Price cents per Ib prices of sugar, the OPA established maximum 
> oaakel * ? Dec. 20 3.50 3.50 2.93 levels for all types of direct consumption sugar. 
enkaaas Refined (Immediate Shipment)...| Dec. 20 5.95 5.95 435 Following the recent extension of sugar quota 
ne, how- U. S. Deliveries (000's)*.......... 10 mos. Ce ——_—e 5,679 legislation, it is expected that a formal announce- 
el. Soy | U.S. Stocks (000's)* as of (rr)... .. Oct. 31 13 690 680 ment that the Government has purchased the 
ee a entire 1942 Cuban crop will be made. 
. upward 
i tons. *—Short tons. (a}—Million pounds. (ac}—Actual. (c)—Santos No. 4.N. ¥Y. *—Thousands. NA—Not available. 
ae 
a 
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Money and Banking 


















































Latest Previous Year 
Date Week Week Ago COMMENT 
— 
INTEREST RATES | : : 

Time Money (60-90 days)........ Dec. 10 114% 114% 114% Since the outbreak of the war with Japan, one 
Prime Commercial Paper........ Dec. 20 14-34% Vo-34% Vo-3e% segment _of the people have literally poured 
MNS... os ok Dec. 20 1% 1% 1% | money into the purchase of defense bonds, 
Re-discount Rate, N. Y......... Dec. 20 1% 1% 1% another has started to hoard cash. Although at 

: this season currency in circulation rises sharply 
CREDIT (millions of $) to meet Christmas needs, but over the past two 

Bank Clearings (outside N. Y.)..... Dec. 6 BOIS aes 3,140 weeks the increase has been double that which 

Cumulative year's total to......... ; anov.30 170667  «..... 136,165 occured at the same time last year. Just why 

Bank Clearings, N. Y............. Dec. 6 BIBS kee 2,299 the events of the past fortnight should induce 

Cumulative year's total to......... Nov. 30 165,132 ..... 144,682 people to hoard cash is difficult to understand, 

F. R. Member Banks There have been rumors that the Treasury was 
Loans and Investments.......... Dec. 10 29,891 29,691 25,224 contemplating some move to draft savings, but 
Ccmmercial, Agr., Ind. Loans...| Dec. 10 6,675 6,593 4,992 the Treasury has repeatedly and unequivocally 
Brokers oan’... 66. .ccccccee Dec. 10 550 548 529 denied that any such action was being contem- 
Invest. in U. S. Gov'ts.......... Dee. 10 11,932 11,880 9,582 plated. 

Invest. in Gov't Gtd. Securities...| Dec. 10 2,951 2,922 2,729 Rey ae Pee 

Kher GOCWGS os. 65 ok chive see c Dec. 10 3,651 3,650 3,614 

Demand Deposits.............. Dec. 10 24,682 24,324 22,403 The Government met the test of war develop- 
Ur Dec. 10 5,404 5,390 5,384 ments in excellent fashion. Treasury obligations 

New York City Member Banks declined about a point and then firmed. Open 
Total Loans and Invest.......... Dec. 17 12,314 12,220 10,262 market operations by the Federal Reserve required 
Commercial, Ind. & Agr Loans..| Dec 17 2,601 2,566 1,903 the purchase of only $45,270,000 of bonds. 
eC ee eee Dec. 17 379 388 400 The war came shortly after the new $1,500,000,- 
Invest. in U. S. Gov'ts.......... Dec. 17 5,435 5,356 4,257 000 offering and the action of the market, in the 
Invest. in Gov't Gtd. Securities. Dec. 17 1,620 1,625 1,566 circumstances, was even more impressive. 
Other Securities............... Dec. 17 1,443 1,440 1,340 
Demand Deposits.............. Dec. 17 10,127 10,524 10,314 = = 
Time Deposits................ Dec. 17 735 737 720 

Federal Reserve Banks Payment of subscriptions to new Government 
Member Bank Reserve Balance...) Dec. 17 12,497 13,219 13,804 offering and withdrawals to meet income tax pay- 
Money in Circulation. ......... Dec. 17 11,023 10,834 8,716 ments were chiefly responsible for the drop of 
SONIDO. 5 ko sics sce veces Dec. 17 22,747 22,774 21,898 $750,000,000 in excess reserves in the most 
Treasury Currency............- Dec. 17 3,238 3,236 3,081 recent week. This is the lowest figure since 
SUERSUIYMCASN «6.06 cece secs Dec. 17 2,193 2,185 2,204 Dec. 28, 1938. Treasury bond holdings of New 
Ecesh Reserves. «occ eee cscs Dec. 17 3,090 3,840 6,400 York City Member banks increased $118,- 

aise Previ Yea 000,000. The fact, however, eel apne 
. eee J of the new Treasury issue amounted to only 
NEW FINANCING (millions of $) Month Month Ago one-sixth of the pe for the Metropolitan 
Corporate. ........--.seesee eee, Nov. 132 200 263 area was interpreted as indicated heavy purchases 
DHOW ASOD. ois cos ccs soe ee Nov. 42 97 94 by non-institutional buyers. 
MEIER Eee Sis dsc meniee Nov. 89 103 169 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1941 INDEXES 1941 INDEXES 
Issues (1925 Close—100) High Low Dec.13 Dec. 20 (Nov. 14, 1936, Cl._—100) High Low Dec. 13 Dec. 20 
290 COMBINED AVERAGE... 56.9 43.1 43.9 43.1d 100 HIGH PRICED STOCKS... 60.10 48.88 49.63 48.88a 
100 LOW PRICED STOCKS.... 48.83 33.02 34.22 33.02t 

4 Agricultural Implements.... 99.9 72.2 76.3 176.7 3 Liquor (1932 Cl—100).... 169.9 111.5 154.7 152.0 

9 Aircraft (1927 Cl.—100)... 199.4 137.1 165.6 166.2 9 Machinery............... 111.9 76.9 78.4 76.9d 

4 AirLines (1934 Cl—100).. 314.1 198.9 244.2 223.9 PS) Cr: Fe re 75:6 50:2 55:0 50:28 

6 Amusements.............. 31.7 208 280 27.9 4 Meat Packing............. 53.2 341 35.2 34.16 

14 Automobile Accessories... 95.7 67.6 69.8  67.6x 11 Metals, non-Ferrous........ 138.6 99.8  99.8F 100.3 
13 PAUMOMODINES. «006s ces 11.1 7.0 7.4 7.0a IMAG hai. ors sara has 14.2 10.2 10.2L 10.2 

3 Baking (1926 Cl—100).... 10.7 49 5:2 4.93 DAE HTONEMIIN is cos 6 0's 06k <rereree ace S61 ‘GIA “THR Tis 

3 Business Machines......... 104.6 85.3 86.4 85.3x 18 Public Utilities............ 38:6 14.4 15:3 ‘14:15 

2 Bus Lines (1926 Cl—100).. 64.3 37.4 41.1 37.4d 3 Radio (1927 Cl_—100)..... 9.9 5.4 5.9 5.41 

oe eee er 165.8 135.5 160.6 162.9 9 Railroad Equipment........ 48.0 33.1 33.1a 33.6 

18 Construction.............. 26.1 16.7 47:4 16:75 STORMS So vk ose 0.00 sss diss 11.6 Va 7.3 TAt 

Fe eee 203.7 145.4 155.8 145.4f ho Tee cree 2.9 133 133 135 

10 Copper & Brass............ 88.8 65.8 66.1 67.1 2 Shipbuilding.............. 129.7 100.8 100.8x 104.5 

2 Dairy Products............ 279 25:55 “265 “25:0 eS Oe ee 82.6 58.0 58.3 58.0a 

6 Department Stores......... 23.2 149 15.9 14.9x BD RPAMIME ON TSiosVoy-col SoktSs Biies 37.7 «#8175 34:3 342 

6 Drugs & Toilet Articles..... 459 31.1 381 368 2 | SEES eet oeeaee 194.3 158.5 161.0 158.5x 

2 Finance Companies........ 182.3 103.5 104.9 103.5e 3 Telephone & Telegraph..... 45.9 30.1 32.5 30.1f 

phpes OS Se 93.1 722 742 72.9L DP UTERNINES Go iolorscis aie Gre tecessvers 48.5 29.4 32.7 29.4 

DGG DUDIRS. 0.5 6 oieeieis soars 45:2 36.7 41.6 41.3 3 Tires & Rubber............ 13.6 8.8 9.7 8.8x 

OP a Seen eras 42.2 246 26.5 24.69 MB GWEURO 5 225555 o cass ve 73.7 49.8 52.1 49.89 

2 Gold Mining............. 703.8 355.0 371.0 355.0k 3 Variety Stores............ 213:7 475.2 175:7 175.28 

6 Investment Trusts.......... 19.2 145 15.0 14.5e 19 Unclassified (1940 Cl—100) 105.7 83.0 846  83.0x | 














New LOWS since: a—1938; d—1935; e—1934; f—1933; g5—1932; k—1931; L—1939; t—Nov. 14, 1936; x—1940. r—New 


all time LOW. 
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The Personal Service Department of Tue MaGazine or WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Crystal Sugar Co. 


I understand that American Crystal Sugar 
common is considered a good speculative in- 
vestment and am contemplating adding to 
my holdings (consisting of 100 shares bought 
at 19) at this time—but would first like 
your opinions on these factors: Will beet 
sugar be used more extensively because of 
transportation difficulties affecting cane sugar 
producers? Is American Crystal Sugar Co. 
in a position to benefit by such a trend? 
Will the reduced acreage established by the 
Department of Agriculture cause a shortage 
of the company’s products? Have the plans 
for large United States and British Govern- 
ment purchases materialized? Is the finan- 
cial condition of the company considered 
satisfactory?—Mrs. C. P., South Orange, N. J. 


If, as you suggest, the possibility 
of a shortage in transportation facili- 
ties becomes acute on account of the 
war, then it seems very likely that 
domestic consumption will depend 
to a greater degree upon the beet 
sugar industry. And since Amer- 
ican Crystal Sugar is a leading beet 
sugar producer, there would be an 
additional reason for assigning a 
constructive attitude toward the 
outlook for earning power of this 
company. Independent of that con- 
sideration, the prospect of a stable 
demand at satisfactory price levels 
is indicated currently, and profit 
margins to this company are ample 
at present prices. Refined sugar 
prices are a very important factor 
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in the earning power of this com- 
pany, perhaps the most important 
factor, judging by the record of re- 
cent years. 

Another factor to be considered 
in this situation is the introduction 
of the quota system, but beet sugar 
producers and processors have been 
accorded a generous treatment. Re- 
porting for the fiscal year ending 
March, 1941, ACS disclosed a net 
income after taxes, depreciation, 
etc., of $1,175,500, up from the $1.,- 
057,000 reported in the preceding 
fiscal year. Common share earnings 
were the equivalent to $2.17 a share 
and $1.85 a share respectively. The 
1941 fiscal year net is the best re- 
ported in recent years with the ex- 
ception of 1937 ($1,807,000) and 
compares very favorably with the 
$454,000 net recorded in the fiscal 
year ended March, 1939. The com- 
pany is free of funded debt, although 
it finances inventories by bank loans. 
The financial status of the company 
is satisfactory, the capital structure 





is simple, there being approximately 
64,200 shares of $6 preferred stock 
preceding the 363.966 shares of com- 
mon stock. 

Dividends on the common shares 
were resumed in 1940, and thus far 
this year dividends amounting to 
$1.25 a share have been paid. An 
increase of course is possible, much 
depending upon continuance of earn- 
ning power at a satisfactory rate. 
We would consider the issue, in the 
light of generally favorable condi- 
tions disclosed by a review at the 
present time, as having enhance- 
ment possibilities over the current 
price levels. 





Libbey-Owens-Ford Glass Co. 


Would you advise me concerning my hold- 
ings of Libbey-Owens-Ford? Recent market 
action in these shares has been discouraging 
and I contemplated establishing my loss in 
this issue in order to reduce my income tax 
liability, but hesitate to take such action 
unless it is reasonably certain that a rapid 
recovery is unlikely—B. A. B., Milwaukee, 
Wis. 

To some extent at least, it is prob- 
ably true that recent market action 
in these shares reflects conditions 
pertinent to the market as a whole. 
Independent of the influences oper- 
ating to depress prices in the mar- 
ket, however, there are certain fac- 
tors which have troubled investors 
with regard to these shares in par- 
ticular. We refer to the matter of 
defense production, or more properly 
now, war production. 

Libbey-Owens-Ford is one of the 
two leading producers of plate and 
safety glass for the building and 
automobile industry. It supplies 
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General Motors, Packard, Ford and 
other automobile manufacturers, and 
obviously during past years the vol- 
ume of business and the earnings 
were responsive to conditions ruling 
in those industries. 

Generally the record of earnings 
and dividend disbursements over a 
period of years has been excellent, 
and notwithstanding a liberal policy 
with regard to dividends, the com- 
pany has maintained a strong finan- 
cial status. There is no funded debt 
and there are no preferred shares 
outstanding. The common is out- 
standing to the amount of 2,517,830 
shares (no par value). 

As to the outlook for the earnings 
in the near future, under a war 
economy, it is to be observed that 
the normal operations of this com- 
pany will undoubtedly in a large 
part give way to such operations as 
are considered essential for war 
needs. Unfortunately, this company 
is not easily able to convert its 
plants and equipment for the manu- 
facture of other products. To that 
extent, undoubtedly, operations in 
the near future will be restricted by 
the imposition of priorities. In part 
at least, we believe, recent market 
action of the shares has reflected 
this consideration, and, in the light 
of this possibility, we would not 
select this issue as one likely to lead 
the general market in any substan- 
tial recovery. 





Twentieth Century-Fox Film Co. 


How do your analysts regard Twentieth 
Century-Fox as a speculative investment at 
this time, in view of the company’s recent 
improvement in earnings? Does the present 
market price fully reflect this progress? Do 
you foresee further rise in anticipation of con- 
tinued improvement in the company’s posi- 
tion? Would you advise adding to my hold- 
ings (150 shares for which I paid 12% in 
1940)? Is more aggressive promotion of the 
South American market contemplated at this 
time? Will revenues from this source—and 
increased domestic revenues—offset appre- 
ciably the blocked profits from European 
markets? What is the present status of the 
company’s interests in England? Are these 
holding up well in spite of the war?—J. R. 
W.. Richmond, Va. 


As one of the leaders in the mo- 
tion picture field, Twentieth Cen- 
tury-Fox should benefit in increased 
revenues from the larger theater 
attendance which qualified observ- 
ers forecast for the coming months. 
Lower production costs give rise to 
the expectation of wider profit mar- 
gins, and these two factors com- 
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bined, furnish a rather definite basis 
for an optimistic appraisal of poten- 
tial earning power. 

Against the deficit of $1.22 a 
share reported for the nine months 
ending September, 1940, the corres- 
ponding interim this year produced 
a profit equivalent to 30 cents a 
share on the common stock. There 
are outstanding about 1,742,000 
shares of common stock preceded by 
917,000 shares of preferred. Finan- 
cial status is adequate. 

The foreign markets, particularly 
Great Britain, formerly contributed 
a very important part of the total 
revenues reported by the motion 
picture industry. Obviously the war 
is an importantly adverse factor, 
but it has already been discounted 
in reported earnings, and of course 
in the market quotations for the 
equities of the leading picture pro- 
ducers. Moreover, an agreement 
with Great Britain covering the 
transfer of funds to this country, 
was revised during recent weeks, and 
will now permit of considerably aug- 
mented receipts from that source. 
The domestic outlook is favorable. 
Indications point to a continued up- 
trend in motion picture attendance 
and very likely, higher rates of ad- 
mission. It is interesting to note 
for instance that the largest in- 
creases in attendance have been re- 
corded by the theaters operating in 
cities where defense industries are 
concentrated. 

As a speculation with reasonably 
well assured prospects, we consider 
the stock at its present price level 
to have attraction. Retention of 
holdings, of course, is recommended. 





American Hide & Leather Co. 


Can you explain why American Hide & 
Leather, even after earning 36 cents per share 
for 3 months ending September 30, 1941 (as 
compared with deficit of 35 cents for same 
period last year) continues at such low mar- 
ket levels? I purchased 125 shares at 6% in 
1939 as a speculation, and thought that this 
fall I would surely be able to realize a profit. 
Have increased raw material prices offset the 
sales gains resulting from recent peak pro- 
duction levels in the shoe industry? Are 
labor costs excessive? To what extent will 
taxes retard future earnings? Do you feel 
that the prospects justify retention of my 
holdings?—E. C., Denver, Colorado. 


On the “pro” side of the argument 
for higher prices in American Hide 
& Leather shares we would point to 
a new high record in shoe production 
during 1941, the probable further 


increases due to Government orders 
for military needs during the coming 
year, the fact that orders in hand 
seem likely to hold operations at 
high levels, and finally the tendency 
toward stabilizing cost of raw ma- 
terials resulting from the imposition 
of price ceilings on hides. On the 
other side of the argument there 
remains the keen competition with- 
in the trade, and the competition 
from leather substitutes. All fac- 
tors considered at the present time, 
there appears to be a _ reasonable 
basis for the expectation of mainte- 
nance of earning-power in the case 
of this company at levels sufficient 
to justify current quotations, and 
possibly furnish the basis for higher 
market appraisals of the stock over 
the coming months. 

The balance sheet of American 
Hide & Leather Co. discloses a sound 
capital structure, no funded debt, 
adequate financial position. 

Over 90 per cent of the output 
is used in the shoe industry, and 
sales in the past have varied in line 
with production in that industry. 

Obviously the stock is_ highly 
speculative, the common not likely 
to return an income to the holder 
in the near future but as noted 
above is not void of speculative pos- 
isbilities over current quotations. Re- 
tention on a speculative basis is 
justified we believe in view of the 
generally favorable outlook. 





Commercial Investment Trust 
Corp. 

An opinion from you concerning Com- 
mercial Investment Trust common stock 
would be appreciated. My experience with 
this issue has been a satisfactory one for sev- 
eral years, but my concern over possible infla- 
tion prompts me to seek your views as to the 
outlook and how it would affect this com- 
pany.—J. W. P., Phoenix, Ariz. 


Commercial Investment Trust is 
the largest installment finance com- 
pany operating in the field. It has 
obtained some diversification in 
operations, although the financing 
of automobile sales remains the prin- 
cipal source of income. The com- 
pany has had a splendid record of 
earnings past years, dividend dis- 
tributions have been maintained 
steadily at the rate of $4 a share for 
a number of years and have been 
fully covered by net earnings. There 
has been since 1933, until very re- 
cently, a period of broad expansion 
in the volume of business handled 
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by this and other leading finance 
companies, coincident with the re- 
covery in public purchasing power 
from the depression low. We are 
now entering a new phase, and it 
remains yet to be seen precisely how 
well installment financing com- 
panies can adjust their operations to 
new factors. Principally these fac- 
ters will consist in (1) the apparent 
determination of the Government 
to forestall inflationary tendencies 
directly by curtailing the use of 
installment credit; and (2) the di- 
rect effect of priorities for material 
allocation to defense or war pur- 
poses, thereby depriving manufac- 
turers of automobiles, household 
utilities, such as radio, refrigerators, 
oil burners, etc. 

A company in a position as strong 
as Commercial Investment Trust, it 
would seem, would be able to adjust 
its operations to meet these new 
restrictions, to some extent; but the 
existence of these adverse factors 
seems likely to act as a retarding 
influence on earning power in the 
future. This we believe to be the 
most important reason underlying 
the market action of these shares 
during recent weeks, and it becomes 
clearly evident that investors wish 
to be reassured as to the outlook 
before adding to their commitments 
in this situation. 


Western Maryland Railway Co. 

Do you feel that the present market price 
(around 242) of Western Maryland common 
has discounted the worst in respect to the 
increased wage demands? Now that the 
matter is settled, do you advise adding to 
my holdings (200 shares of common for 
which I paid 5) in anticipation of a rise? 
Is this stock in a position to make further 
gains as a result of the “$100 Billion for 
Victory” defense program? Is a freight rate 
increase in prospect? As one of the smaller 
railroads, has it been able to keep pace with 
others in affecting operating economies 
(through improved equipment, etc.) to offset 
increased costs?—Miss R.M.O., Portland, 
Oregon. 


Few, if any, carriers are in a more 
strategically important position in 
relation to the national defense and 
war acceleration of industry than is 
Western Maryland. It connects the 
highly important coal fields in West 
Virginia with the city of Baltimore 
and forms in conjunction with other 
railroads a valuable outlet to the 
East, a part of the shortest route 
between Pittsburgh and Baltimore 
and a part of the short route be- 
tween Baltimore and the Great 
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The record shows that traf- 


Lakes. 
fic volume has fluctuated with the 
activity in the steel industry. New 
steel plants under construction in 
the territory served by this road will 
undoubtedly contribute heavily to 


further increased traffic volume. 
Bituminous coal is the principal item 
in the tonnage, manufactured arti- 
cles including iron, steel, petroleum 
and cement ranking next in im- 
portance. 

For a period of ten months end- 
ing in October of this year total 
operating revenues were approxi- 
mately 18,788,000, comparing with 
$15,649,000 for the like 1940 in- 
terim. Net income for this period 
rose from approximately $1,600,000 
to over $2,300,000. Share earnings 
on the common for the 1941 interim 
were $2.06. The capital structure is 
well balanced and there are no im- 
portant maturities in the near future. 
Financial position is satisfactory. 

Interim reports issued for 1941 so 
far show an increase in taxes of 
about 67% over the 1940 figures. 
The increase in transportation ex- 
penses is approximately 12%. Never- 
theless, it is worth noting that thus 
far in 1941 the road has been able to 
bring down about 28.5% of total 
operating revenues to net railway 
operating income. The comparative 
1940 figure was 28.7%. 

These statistics would support an 
optimistic point of view as to the 
outlook for the earning power of this 
road and such a point of view would 
be fully justified in our opinion. The 
common stockholders’ position, how- 
ever, is considerably influenced by 
the fact that there are unpaid ac- 
cumulations of dividend arrearages 
on the first preferred equal as of 
July Ist this year to $140 a share. 
Since there are outstanding 177,420 
of these first preferred shares, the 
total arrearages at that date 
amounted to over $8,870,000. This 
fact would seem to place the com- 
mon stockholders at some distance 
from the point where they might 
expect dividend distributions on 
their holdings. In view of these con- 
siderations we must regard the stock 
as a purely speculative medium. As 
such it is not without some appeal 
and holdings on that basis may be 
retained at current low price levels. 








The Oil Industry in War 





(Continued from page 313) 


but on the whole, the petroleum in- 
dustry is one of the most conserva- 
tive from the standpoint of dividend 
payments so that a sharp increase 
in disbursements is unlikely even 
should earnings continue to improve. 

The outlook for earnings in 1942 
is also fairly good although after a 
sharply better comparative first 
quarter, due to the low level of the 
1941 earnings in the comparable 
period, the balance of the year will 
probably fail to show any sizable 
gains over a year ago. However, the 
invested capital of the petroleum in- 
dustry is great, its average earnings 
for the 1936-1939 period relatively 
high and depreciation and depletion 
charges allowed by the Government 
liberal so that excess profits taxes 
are not likely to become unusually 
burdensome unless the method of 
their calculation is changed. 

The war, however. is having an 
adverse effect upon one main inter- 
est of the oil industry. That is the 
foreign field—especially outside of 
the Western Hemisphere. The Euro- 
pean properties of those companies 
with heavy foreign investments have 
long since been considered to be lost, 
if only for a time. The latest devel- 
opment—war with Japan—has prob- 
ably settled the hopes for continued 
Asiatic business but as yet there are 
too many imponderables involved to 
make possible even a reasonably ac- 
curate estimate of these properties’ 
eventual fate. Fortunately, most of 
the Asiatic investments are in dis- 
tributing facilities which may read- 
ily be replaced when such an action 
is again possible. Near East oil 
properties are still producing a cer- 
tain amount of oil but their ultimate 
fate is also conjectural. The same 
thing applies to interests of Ameri- 
can oil companies in the Dutch East 
Indies. On the other hand, oil ex- 
ports are likely to continue at high 
levels although the ultimate desti- 
nations of the products will be quite 
different than before the war. Aus- 
tralia, for one, should take a much 
larger quantity of refined products 
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for use by her own and allied armed 
forces. Russia will also receive large 
quantities of aviation fuel although 
the route employed is, of course, not 
generally known. 

South American oil business, first 
disrupted by war conditions, now 
faces a period of strong demand for 
crude oil and whatever refined ma- 
terials that may be available. Eng- 
land and South Africa will be the 
largest foreign customers and it is 
probable that we will also import 
increasingly large quantities of crude 
petroleum, especially for burning 
purposes and to augment spot sup- 
plies of crude oil whenever such ad- 
ditions are required. 

There will undoubtedly be losses 
in foreign property and equipment 
for the oil companies to absorb. 
Most of those with extensive inter- 
ests abroad, have, however, already 
set up sizable reserves from former 
earnings for just this emergency and 
it is unlikely that any one fiscal pe- 
riod will be called upon to stand 
the full brunt of these losses. Con- 
trawise, with South American prop- 
erties fast recovering ground lost in 
the opening months of the war, earn- 
ings from these sources will in a 
measure serve to offset some of the 
less favorable developments. 

While war influences may have 
caused a setback in the foreign situ- 
ation it has had the reverse effect 
upon what may well be the most 
important future field for the oil in- 
dustry. It has long been known that 
many things besides fuels and lubri- 
cants could be made from petroleum 
and experimental work has been car- 
ried on at a strong pace. Highly 
volatile petroleum gases which pre- 
viously served no really useful pur- 
pose are now being employed in the 
synthesis of many substances of 
which we have a less than adequate 
supply. Actually, petroleum is a vast 
store of carbon and hydrogen chem- 
icals from which many well known 
products—and not a few previously 
unknown materials—can be manu- 
factured. 

Perhaps alcohol, the leading com- 
mercial chemical solvent, is the most 
important at this moment for alco- 
hol is needed to make many explos- 
ives, plastics, lacquers and numerous 
synthetic materials. Our fermented 
alcohol industry has a great produc- 
tion capacity but is not sufficiently 
productive to meet our suddenly in- 
creased needs. The petroleum indus- 
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try is taking up the slack in this 
field. Other combinations of petrol- 
eum constituents give an increased 
supply of formaldehyde—used in the 
manufacture of many plastics—am- 
monia, nitric acid, acetic acid and 
its numerous compounds, medicinals 
and antiseptics as well as basic ma- 
terials for the making of synthetic 
rubber substitutes. TNT, the im- 
portant high explosive, and carbon 
black needed in the manufacture of 
rubber and other substances, are 
also derived from materials which 
have their base in crude petroleum 
or its gases. Over the longer term, 
the chemical end of the petroleum 
industry will probably rank close in 
importance to the motor fuel busi- 
ness and the experience being gained 
n this war will probably prove to be 
invaluable in the achievement of 
this position. 

From a stock market standpoint, 
che petroleum shares have been do- 
ng much better than many other 
zroups. Even those issues represent- 
ng a sizable proportion of foreign 
nvestments in oil properties and 
‘acilities such as Socony-Vacuum 
ind Standard Oil of New Jersey 
uave not reacted anyway near as 
yadly as other groups in somewhat 
tie same position. This relative 


. itrength of the oil shares is per- 


1aps predicated upon the facts that 
he petroleum industry is greatly 
avored in that it has unlimited sup- 
)lies of raw materials, that priorities 
vill not affect any but those prod- 
icts—such as aviation fuel—for 
vhich there is no great private con- 
umer demand and that on the 
vhole, earnings prospects are better 
han average if taxes continue to be 
nodified by capital investment and 
rreviously deductible items such as 
lepletion and depreciation and they 
re not eliminated from income tax 
eturns. Coupled with these is the 
relief that petroleum shares afford 
certain measure of protection from 
nflation. 





Preview of 1942 





(Contmued from page 299) 


uying power will sharply lift 
ctual sales volume in all avail- 
ble types of goods and services 
nd also will tend to lift prices. 
‘robably the biggest relative in- 
rease in consumer demand will be 


for semi-durable goods. The supply, 
while by no means scarce in relation 
to normal needs, will not be ade- 
quate. Therefore, there are two 
alternatives. Either a substantial 
part of this purchasing power will 
be “mopped up” by higher prices or 
the Government will have to adopt 
much more heroic tax and forced- 
savings schemes than are now being 
discussed. As the realities become 
more obvious to the naked eye, the 
chances are that heavy reliance will 
be placed on some variety of forced 
savings plan. 

To meet this situation adequately 
by taxes will be virtually impossible, 
for levies of the necessary stiffness 
would fall most harshly on a goodly 
percentage of people who have no 
increase whatever in incomes. Forced 
savings would also lower their living 
standards, but would be more 
equitable in the sense that the pur- 
chasing power surrendered would be 
ultimately recoverable when the 
emergency ends and an adequate 
supply of all varieties of civilian 
goods again becomes available. 

Defense spending, now around 
$1,800,000,000 a month, may be ex- 
pected to reach $2,000,000,000 a 
month very shortly and may ap- 
proach $3,000,000,000 a month by 
the year end. It appears improb- 
able that the total for the calendar 
year can exceed $30,000,000,000, 
which would be somewhere between 
28 and 29 per cent of the national 
income—a__ proportion — probably 
about half as large as that in 
Germany and about 40 per cent 
smaller than in Britain. Ultimate- 
ly, it will be somewhat larger for 
us — certainly larger in 1943 and 
1944 than in 1942 — and to that 
extent it will lower the general 
living standard; but it seems im- 
probable in any event that we 
shall have to pull in our belts any- 
where near as tightly as has had to 
be done in practically all other war- 
ring nations. 

Our choice for 1942 will be be- 
tween guns and non-essential con- 
sumers’ durable goods—and there is 
no question which we shall choose. 
Rationing, for the first time in our 
history, will begin to be applied on 
a limited scale, but only for a few 
scarce things and not for any of the 
essentials of life. 

Not within any foreseeable future 
will we have to choose between 
“guns or butter”—that is, between 
armaments on the one hand and, on 





the other, food, shelter, clothing, 
amusements and services, upon the 
aggregate of which our living stand- 
ard in any given year depends far 
more than it does upon the output 
of new durable goods and gadgets. 

On present indications, it seems 
improbable that effective Federal 
taxes on corporations next year will 
be raised by more than 25 to 30 per 
cent at most, in which case at least 
those lines of business capable of 
adjusting themselves most effec- 
tively to the demands of a war 
economy should be able either to 
maintain or enlarge 1941 earning 
power. For others, it will be a differ- 
ent and less favorable story. 

For investors the most significant 
thing about the industrial transition 
ahead is the notably selective lines 
that it must inevitably follow, due 
to its very nature. For this reason, 
we have decided that the needs of 
our readers will be best served by 
breaking our 1942 “Preview” sum- 
mations into two parts. We have 
given you here the basic outlines of 
the next year’s economic, industrial 
and financial changes, so far as we 
can see them. In our next issue we 
shall appraise the highly varied 1942 
prospects and potentials for all ma- 
jor industries on an individual basis. 





Japan's Economic Strength 
and the Pacific War 
Strategy 





(Continued from page 304) 


tons of foreign steel scrap on which 
the Japanese steel industry relied in 
the last few years. 

To what extent Japan has 
achieved self-sufficiency in other 
strategic raw materials it is difficult 
to say, since the last available fig- 
ures cover the year 1936. At that 
time the rate of self-sufficiency was 
given at 8 per cent in lead, 62 per 
cent in copper, 39 per cent in zinc 
and 29 per cent in tin. In view of 
technological developments, greater 
substitution and the simultaneous 
expansion of industrial capacity on 
an unprecedented scale, it would 
seem that Japan is more nearly self- 
sufficient at present than in 1936. 
On the other hand, the requirements 
must have also increased enor- 
mously. 

In view of all this and the impos- 
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sibility of obtaining the tools and 
machinery necessary for the proc- 
essing of raw materials from either 
the United States or Germany, it 
would seem that the Japanese would 
be scarcely able to expand their war 
material production facilities much 
beyond the goals set by the two 
Plans. More likely the present tem- 
po of production is to be slowed 
down. To assure maximum capacity 
—until raw materials can be se- 
cured from conquered countries, as 
is the hope of the Japanese mili- 
tary—civilian consumption is to be 
further reduced and accumulated re- 
serves are to be fallen back upon. 

How far-reaching the conservation 
measures have been, can be realized 
only from recent Government de- 
crees and from the extent of salvag- 
| ing operations. The use of gasoline 

for private cars and buses has been 
prohibited altogether, and coal ra- 
tions lowered recently even for in- 
dustrial uses (consumption goods 
industries) in order to release more 
fuel for the treating of low-grade 
iron ores from the Yen Bloc area. 
Salvaging now includes manhole 
lids, gutter pipes and even ships 
sunk years ago in order to secure 
more precious scrap iron. 

Since no data on warehousing and 
imports. of strategic materials have 
been published for several years, the 
size of strategic material stocks is a 
secret. According to the London 
Economist, the stocks were accumu- 
lated chiefly by economizing war 
materials originally earmarked for 
use in China. Second, the trade con- 
trols were so fashioned as to admit 
the largest possible amount of war 
materials at the expense of civilian 
censumption. The stocks are said to 
include large quantities of scrap, 
non-ferrous metals, cotton, wool, 
leather. Certain industries were or- 
dered to keep large stocks in reserve 
for emergency long before the war. 

Among the largest of the accumu- 
lated stocks are said to be those of 
petroleum products. They are par- 
ticularly important since Japanese 
Navy uses crude oil for fuel. For 
years Japan has been trying hard 
to become nearly self-sufficient in 
oil products. But the drilling was 
not particularly successful and in 
1940 the wells in Manchukuo and 
Inner Mongolia and shale beds at 
Fushun, Manchukuo, yielded all 
together about 6,000,000 barrels. In 
the same year the output of the 
plants producing synthetic fuels 
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from coal was put at about 10,000,- 
000 barrels. The goal for 1942 called 
for the output of about 26,000,000 
barrels of synthetic fuels, but in the 
last two years the construction of 
new plants (there will be altogether 
12 such plants in the Yen Bloc) has 
been retarded by the disruption of 
machinery shipments from Germany 
and coal shortage. In addition Japan 
imported in 1940 some 35,000,000 
barrels of crude and fuel oil, less than 
two-thirds of which came from the 
United States, 
Netherlands East Indies 
balance came from Iran. 


the 


and 


The annual consumption for both | 


military and civilian purposes has 
been put at between 25,000,000 to 
45,000,000 barrels a year. Assuming 
that it was around 35,000,000 bar- 
rels, Japan must have added at the 
rate of at least 10,000,000 barrels a 
year to the stocks estimated at 
40,000,000 barrels at the time of the 
outbreak of the Chinese war in 1937. 
On this basis, the stocks and the 
current output of oil would appear 


to be large enough for from two to | 


three years of warfare—if, of course, 
the civilian consumption is cut to 
the bone. 


Japan will be a powerful adver- 
sary in battle and we would be de- 
ceiving ourselves to judge her 
strength merely on the basis of her 
raw material and _ industrial re- 
sources. The behavior of her people 
which is often baffling to us, is per- 
haps the greatest imponderable of 
the war. The Japanese are proud, 


industrious, and endowed with per- | 


ception that makes them Empire 
builders. They are homogenious, 
disciplined and intensely patriotic, 


one-third from the | 





the qualities likely to make them as | 


a nation withstand strain under 
which another people would collapse. 


All told, the war in Japan began | 


in reality last August when the sanc- 


tions were imposed. They aimed at | 


striking at Japan where she was 
weakest: 
The general lines of the Allied strat- 
egy will undoubtedly be based upon 
the continuation of the ironclad eco- 
nomic blockade and the prevention 
of conquest that would give Japan 
access to raw material supplies. 
That will be accomplished by keep- 
ing her out of Singapore and the 
Dutch East Indies. Everything else, 
the retention of Hongkong, the Phil- 
ippines and of the island screen off 
Australia would be so much gain. 


in the economic sphere. | 
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“Call for 
ran MORRIS” 


New York, N. Y. 
December 16, 1941 


Philip Morris & Co. Ltd. Inc. 


Aregular quarterly dividend of $1.06 14 
per share = the Cumulative Preferred 
Stock, 4%4% Series, has been declared 
payable pt 1, 1942 to Preferred 
Stockholders of Record at the close of 
business on January 15, 1942. 

There also has been declared a regu- 
lar quarterly dividend of 75¢ per share 
on the Common Stock, payable January 
15, 1942 to Common Stockholders of 
Record at the close of business on 
December 29, 1941. 


L. G. HANSON, Treasurer. 
LLL 
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UNITED FRUIT COMPANY 
DIVIDEND NO. 170 


A dividend of one dollar per share on the capi- 
tal stock of this Company has been declared pay- 
able January 15, 1942 to stockholders of ss 
at the close of business December 18, 194 

LIONEL W. UDELL, naka 














Attention Treasurers! 


Leading corporations run their 
current dividend notices with us! 


They know that ALL of our read- 


ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 


What better audience could you 
possibly find to place your divi- 
dend notices before? 


Then too, you are placing the 
securities of your company before 
investors at a time when they are 
seeking advice on the use of their 
surplus funds! 


This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 


Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Address—Advertising Department 
90 Broad Street New York, N. Y. 
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As I See It! 





(Continued from page 293) 


cumstances, their Russian conquer- 


‘ors would surely continue to push 


on and seek to invade Germany 
proper, and this situation would 
oblige the Nazis to defend their own 
frontiers instead of undertaking new 
adventure elsewhere. 

Therefore, if the Nazis do strike 
in the Near East, in Spain, or both, 
I would be inclined to believe the 
German statement that they are re- 
treating to shorten their lines and 
in the possibility that Stalin had 


' made a secret deal over the heads 


. . of the Russian 


people—a_ deal 


‘that made it possible for Japan to 


‘ Moseow, 


strike unmolested, and for Hitler to 
carry out his winter plans in the 
Mediterranean. 

Hitler standing at the gates of 
watching the sands of 
Time rapidly running out, would 


, have been willing to pay a very high 


price for this kind of victory. We 


‘cannot brush this possibility aside 


as “fantastic”? when we remember 
that Stalin is a gangster interested 
in the Russian people only insofar as 


' it suits his personal ambitions. 


Hitler’s speech in ousting General 
Field Marshall Von _ Brauchitsch 
and assuming personal command of 


the German Armies only adds to 


the confusion when he speaks of the 


' fabulous success of German Armies 


in Russia,—astounding in view of 
the news of the disorderly German 


retreat reported along the Moscow 


front. Another striking feature is 


' the fact that at no time has Hitler 
_ purged the Army on the ground of 


failure, but only on account of op- 
position to his plans—when he was 
proved right and the Army com- 


' mand wrong. 


Here again the question can well 
be asked, “Did Hitler win a psycho- 
logical victory in Russia, the dras- 
tic sacrifices of which Von Brauch- 
itsch opposed, and that thus he in- 
curred Hitler’s wrath?” 

What is the truth? Hitler claims 
a super colossal victory in Russia. 
The Russians on the Moscow front 


claim victory as well, tempering 


their claims by such statements as 
“encountering little resistance from 
disorganized German formations”— 
that from this point they expect 
their “advance to be retarded.” 
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Only future events will disclose the 
real situation. 

In any case, whatever the facts, 
we know that we have a battle 
ahead of us and a tough one. It 
will take all our ingenuity and our 
energy to win. 

The great challenge will test our 
mettle, and if all America responds 
with the high courage and espirit of 
our defenders in the Pacific, we will 
win gloriously. But victory de- 
pends on all of us and we must give 
unstintingly of our strength and 
our wealth. Each must do his 
share, while our soldiers, and our 
sailors, and our flyers are giving 
their lives in other lands to keep 
the war from the home front. The 
quicker we set about our task, the 
better. Miracles can be accom- 
plished if we stand together, work 
together and join together in fight- 
ing and destroying the forces of evil 
that menace our homes and our fu- 
ture,—to bring light into a world 
blacked out by barbarism. 





For Profit and Income 
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to $15 a pound, machine guns and 
ordnance from $5 to $10 for every 
16 ounces of material which goes 
into them. In contrast the average 
cost of an automobile at wholesale, 
according to Charles E. Wilson, 
President of General Motors, is less 
than 25 cents a pound. The cost of 
shells ranges from 25 cents to 50 
cents a pound. Applied to this 
country’s peacetime steel consump- 
tion, and present defense produc- 
tion, costs show a sharp contrast. 
The 27,000,000 tons of steel used in 
the average years 1935 to 1939 in 
making durable goods was worth 
$18,000,000,000. But $20,000,000- 
000 of defense material would neces- 
sitate consumption of only 10,000,- 
000 tons of raw steel. Defense 
weapons require the liberal use of 
the more costly specialty steels. 


General Steel Castings 5'/2's 1949 


General Steel Castings Corp., is 


controlled jointly by American 
Locomotive, Baldwin Locomotive 
and American Steel Foundries, and 
engages in the production of an ex- 
tensive line of steel castings used 
principally in the manufacture of 
railway equipment. For some 
months now the company’s volume 
of business has risen steadily and 
has been augmented by sizable or- 
ders for such defense items as gun 
carriages, armor plate, etc. The 
bonds in question are outstanding 
in the amount $16,000,000 and 
comprise the company’s entire 
funded debt. Coverage for interest 
charges had fluctuated erratically 
in the past, but currently is more 
than adequate. In the nine months 
to September 30 last, interest re- 
quirements were covered 7.5 times 
compared with slightly less than 
twice in the same period a year ago. 
Of particular interest is the fact 
that this year the company has pur- 
chased $894,000 principal amount 
of debenture 514’s in the open mar- 
ket and the management has ex- 
pressed its intention of pursuing this 
policy further. In fact it has been 
rumored that taking advantage of 
the current strong earnings position 
some plan for refunding the bonds 
in question and the elimination of 
accumulated dividends on: the pre- 
ferred stock might be formulated. 
At recent levels around 95, the issue 
rates consideration for income where 
lower quality mediums are not ob- 
jectionable. 





Happening in Washington 
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against the Axis, but expect no real 
alliance with Russia. 


Marginal producers of strategic 
materials, particularly metals, will 
quietly be given differentials above 
established ceiling prices when their 
new output goes to certain specified 
uses under controls which will not 
cause pressure for general price in- 
creases. This will tie in readily with 
allocations, as high-cost output will 
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be allocated to those war uses which 
can easily absorb the cost and which 
will drop out of the market after 
the emergency. This will mean 
opening many long-closed mines. 


Consumer division of OPA is being 
reorganized, dressed up, to remove 
the most obvious appearances of 
Communist tendencies and threats 
to advertising, trade marks, and 
normal distribution, but it will not 
be folded up completely. Chief re- 
maining activity will be to promote 
standards for consumer goods placed 
under price ceilings in order to make 
uniform pricing effective. 





Personalized Portfolios to 
Meet 1942 Investment 
Objectives 





(Continued from page 307) 


investment trust shares have re- 
corded a superior performance than 
that of the market as a whole. In 
effect, the purchase of investment 
trust shares at a substantial discount 
from their asset values would con- 
stitute an unlimited “call” on a 
widely diversified portfolio of securi- 
ties. Favored by the conditions out- 
lined, the percentage gains could be 
very substantial. 

In concluding this discussion, the 
writer would again like to make the 
point that every effort is made to 
present these and similar discussions 
in a manner calculated to be of the 
most practical assistance to readers. 
Checking back over previous articles 
presented earlier in the year in order 
to see how well they had succeeded 
in accomplishing their aim, one thing 
was clearly evident. While many 
of the actual securities suggested 
fully demonstrated their worth for 
the purposes recommended, some 
for one reason or another subse- 
quently became disqualified. It is 
only too evident that despite the 
exercise of care and discrimination, 
unforeseen events always lurk in the 
background to disrupt the best laid 
investment plans. Obviously, it is 
impossible for me to undertake the 
personal supervision of readers’ in- 
vestments. As a thought for the 
New Year, therefore, I should like to 
repeat that every investment which 
you hold should be considered as 
being subject continuously either to 
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your own close supervision or that 
of competent professional counsel. 





War Booms Demand for 
Motor Trucks 





(Continued from page 319) 


common carriers in cities, 2,001 for 
inter-city transportation, and 67 for 
use as sight-seeing vehicles. Since 
new defense plants are being widely 
dispersed for geographic and stra- 
tegic reasons, many %n the fringes 
of the larger cities, transportation 
requirements for defense plant em- 
ployees seem likely to contribute 
importantly to bus volumes. 

Some time ago, the Office of 
Production Management announced 
that the vehicles needed for the 
U. S. army and navy, the lend-lease 
program, exports to Russia, and the 
fulfillment of vital transportation of 
defense materials and of supplies for 
the civilian population would re- 
quire production of an estimated 
1,189,000 trucks during the model 
year which began last August 1, an 
increase of about 200,000 over out- 
put during the 1940-1941 model 
year. Since then, a number of orders 
heve been given to truck and parts 
producers which have made attain- 
ment of that goal apparently im- 
possible, although no revision of esti- 
mated military and commercial 
needs has been announced at this 
writing. On August 21, an order 
was issued extending preference rat- 
ing A-3 for critical materials re- 
quired for heavy and medium motor 
tiucks with a carrying capacity of 
14% tons or more; truck trailers, 
public passenger buses, and replace- 
ment parts for trucks and buses of 
similar types. On August 30, a 
blanket order (designed to assure 
the adequacy of facilities for rapid 
transportation of heavy industrial 
and armament materials needed by 
the armed services and defense pro- 
ducers) was issued to aid manu- 
facturers to obtain scarce materials, 
the preference rating A-3 being as- 
signed to deliveries of scarce ma- 
terials needed in production of heavy 
motor trucks (3 tons or more), me- 
dium motor trucks (1% tons or 
more), trailers (5 tons or more), 
public passenger carriers with not 
less than 15 seats; and essential re- 
placement parts for these vehicles. 
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Atlanta assn. (109) 


FINANCIAL STATEMENT ON ASSN. 
OFFERING 31,% OERTIFICATES 


Put out by a leading Phila. Assn. (110) 











341 





A new order was announced on 
September 14 which made no major 
changes, but, through Limitation 
Order L-1-a, permitted producers of 
medium trucks, truck trailers, and 
passenger carriers in effect to pro- 
duce all the trucks needed for de- 
fense but restricted production of 
these types for the three months 
September, October, and Novem- 
ber to the rate produced during the 
first half of the year; no restrictions 
were made on output of heavy motor 
trucks, which are carrying most of 
the defense truck transportation 
load. On September 15, the OPM 
announced that production of light 
trucks (under 114 tons capacity) 
for non-military purposes would be 
cut 9 per cent during the four-month 
period August through November. 
On October 24, curtailment of light 
truck production for civilian use 
was continued through December. 
In effect, this meant that around 
109,000 light trucks could be pro- 
duced during the five-month period, 
as compared with output of 127,000 
for the same 1940 interval, or a re- 
duction of 14 per cent. On Novem- 
ber 6, orders facilitating acquisition 
of materials for heavy motor trucks, 
medium trucks, and truck trailers 
were extended to January 31, 1942. 
At the same time, order L-l-a was 
extended, which in effect meant that 
producers of medium motor trucks, 
truck trailers, and passenger carriers 
could produce during the five-month 
period September 1 through Janu- 
ary 31, five-sixths of the number 
produced during the first six months, 
except that trucks ordered for spe- 
cific defense purposes were not 
limited. 

On November 14, production of 
light trucks for civilian use in Janu- 
ary, 1942, was ordered cut to 24,169 
units, or 35.9 per cent below output 
of the same month this year, when 
37,730 were produced. Production 
of light trucks during the six months 
August, 1941, through January, 
1942, was thus restricted to 145,018 
units, or 15.3 per cent below output 
of 171,260 units in the comparable 
period ended January, 1941. Com- 
panies manufacturing both passen- 
ger cars and light trucks were per- 
mitted to exceed the ceiling on out- 
put of light trucks, provided pas- 
senger car output was reduced cor- 
respondingly. Producers of spare 
parts for light trucks were permitted 
by the November 14 order to pro- 
duce in January, 1942, one-third of 
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the number of parts sold for replace- 
ment purposes during the three- 
month period January 1, 1941, 
through March 31, 1941, excluding 
from such calculation replacement 
parts sold in the first three months 
of this year to the army and navy, 
tu certain foreign governments, and 
certain government agencies. Pro- 
ducers of spare parts for light trucks 
were thus permitted to operate in 
January, 1942, at the same high rate 
as during the initial three months of 
1941, when production had increased 
substantially over 1940. 

On December 4, all restrictions on 
production of truck trailers were re- 
moved. But on December 11, the 
light truck production quota for 
December was cut 25 per cent and 
that for January, 1942, by 50 per 
cent. The December quota of 24,169 
light trucks was thus cut, effective 
December 15, by 6,042 units, and 
the January quota by 12,084 units. 
While the curtailment program as 
originally outlined was intended to 
reduce light truck production for the 
full model year by 30 per cent, the 
latest schedule indicates that more 
drastic cuts are contemplated. In 
fact, production of light trucks may 
be banned entirely, but at this writ- 
ing such action does not seem likely 
because of the importance of light 
trucks to farmers, who own the larg- 
est number; their importance to 
public utility companies which rely 
on light trucks almost exclusively 
for hauling crews and equipment for 
repair of utility lines, and their pri- 
mary use for daily deliveries by 
newspapers, food and milk distribu- 
tories, bakeries, general retailers, and 
government agencies. 

Should production of light trucks 
for strictly civilian usage be curbed 
entirely, as rumored, at least a par- 
tial offset would be provided by in- 
creased production of light military 
vehicles. Modern armies require 
thousands of specialized vehicles for 
transportation of troops and sup- 
plies, reconnaissance and _ scouting 
duties, machine gun carriers, prime 
movers of heavy artillery, field tele- 
phone and radio units, for repair 
crews and equipment, ambulances, 
field kitchens, and transportation of 
munitions and heavy ordnance ma- 
terial. The three leading passenger 
car companies have been producing 
a great variety of military vehicles, 
and orders are not likely to diminish 
now that the country is at war; 
much of the facilities released by 


curtailment of light truck produg 
tion can be shifted to production ¢ 
light military vehicles. (Chevrolg 
is doing a considerable amount 
assembly work for Yellow Truck} 
Nearly 22 per cent of all produe 
tion by motor truck plants in the 
first half of the year was for military 
purposes, and an additional 14 pep 
cent was for civilian projects spe: 
cifically connected with national des 
fense. Since some 250,000 vehicles” 
at least are required for a field force” 
of two million men, and the Under 
Secretary of War has stated that 
“one soldier of every three will be’ 
either a driver, a mechanic or a ser 
vice man for some type of motor’ 
vehicle,” production facilities of the 
heavy truck producers will probably) 
be engaged at capacity for the dura-| 
tion of the war. Current military” 
truck output is estimated at around” 
4,000 units weekly, with a maximum * 
possible under existing conditions of 
around 6,000 per week. Orders now = 
being filled for army trucks will be 
completed some time between Feb- 7 
ruary and mid-April. Military truck 
needs for 1942 were recently placed” 
at 389,000 units, but even this figure | 
may not suffice. Truck manufac: 7 
turers need about five months’ notice 
on new orders so as to be assured a 
constant flow of materials when de-~ 
liveries are scheduled. The industry ~ 
recently was promised new orders 
for 94,000 trucks valued in excess of © 
$200 million, and additional orders | 
for 123,000 vehicles to cost about | 
$230 million. 
Parts producers such as_ Clark ™ 
Equipment, Timken-Detroit Axle, 7 
and Spicer Manufacturing, which | 
cater to medium and heavy truck | 
producers, are assured virtually ca- — 
pacity operations for a long time. ~ 
While profit margins are expected to | 
narrow and earnings gains may be | 
restricted by heavier taxation, 
equities of such enterprises are re- 
garded as relatively attractive spec- ~ 
ulative commitments. . 
Tractor - trailers, the peace - time 7 
equivalent of seafaring freighters, | 
promise to become increasingly im- 7 
portant both for military usages and — 
the swift transportation of defense 7 
material. Studies made by Fruehauf 
Trailer show that one tractor (In- 
ternational Harvester is a leading” 
producer of heavy tractor types) ” 
can readily pull three separate semi” 
trailers at speeds much higher than — 
conventional modes of transporta- 7 
tion. 
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